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WORLD HEWS 

President and 
chief justice of 
Pakistan both 
decide to quit 

Pakistan’s president Farooq 
hegfaari has resigned unexpect- 
edly after a bitter stand-off *Kh 
™ Nawaz Sharif that brought 
the co untry to the brink of a con- 
stitutional crisis. Combative 
Supreme Court chief justice 
Sajjad AliShah also quit. Page 
Pakistan army provides 
cover. Page 4 

Reshuffle fas Romania 

Romanian PM Victor Ciorbea has 
pleased western observers and 
reformers at home with a major 
cabinet reshuffle. Page 3 

UK wanted over Euro 

The UK has been warned 
other EU countries will ignore its 
objections to the Franco-German 
“euro-dub" for countries enter- 
ing the single currency in 1999. 
Page 8; Editorial Comment, 
Observer, Page 15 

Prodl tacos Jobs battle 

Italy’s PM Romano Prodi is try- 
ing to patch up a quarrel within 
his ruling centre-left coalition 
over appointments to prominent 
private and public bodies. Page 3 

Mato plans new Bosnia force 

Nato has begun p lanning for an 
international force in Bosnia 
after June 1998, although the US 
would make no commitment that 
its troops would stay on. Page 2 

French txy to avoid EU dash 

France tried to dissuade Spain 
from a clash at next week’s EU 
summit in Luxembourg over 
'Madrid's campaign to preserve 
aid programmes. Page 3 

FI must cut tobacco spon so r * 

Formula One motor racing will 
have to show it is cutting back 
tobacco sponsorship each year to 
keep any exemption from an EU 
ban. Page 8 

Kyoto talks hit snag 

Disagreements over the role of 
developing countries have 
become a stumbling block during 
this week's international climate 
change talks in Kyoto. Page 6 

Soccer World Cup vomUngn 

The seedings for next year’s soc- 
cer World Cup have been 
announced in Marseilles. Holders 
Brazil and hosts France are 
joined by Italy, Germany, Spain, 
Argentina, Holland and Romania. 


China backs Taiwan rote 

China has left open the possibil- 
ity that Taiwan might contribute 
to regional financial rescue pack- 
ages. Page 4 


DVD 

Record industry chiefs are to 
meet in New York next week to 
assess proposed technologies for 
DVD Audio. Page 7 

India ra tooa rates 

India’s central bank has raised 
interest rates in a bid to put a 
floor under the rupee. Page 4 

Road toO sat to rise 

Road accidents will become the 
third biggest cause of premature 
death by 2030, said a report from 
the World Health Organisation, 
World Bank and Harvard School 
of Public Health. Page 5 

Hero's welcome for Mugabe 

Zimbabwe's president Robert 
Mugabe can expect a hero’s wel- 
come at the ml fag Zanu-PF par- 
ty’s congress, after his land 
acquisition plan. Page 6 

Japan may aboliah store laws 

Japan is considering plans to 
abolish a controversial law gov- 
erning retail stores which has 
long been a symbol of the coun- 
try’s dosed markets. Page 4 

of justice 

The Vienna Boys’ Choir is to 
admit girls far the first time 
since it was founded in 1498 - but 
only to its elite music school, not 
to the choir itself. 
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BUSINESS NEWS 


Ericsson set to 
shed 10,000 
employees in 
restructuring 

Swedish telecommunications 
group Ericsson plans to cut up to 
10,000 jobs in its public switching 
and fixed network business as 
part of a wide-ranging restructur- 
ing. Ericsson’s most commonly 
traded B shares fell SKr8-5 to 
SKr317. Plage 17 

Confusion over Lord Moyne's 
involvement in Trustor, the 
Swedish investment company 
caught In a SKrfi20m (SSI 5m ) 
fraud inquiry, deepened when it 
emerged be sold bis stake to a 
Virgin Islands company more 
t h a n a month ago. Page 20 

Stockholm stock exchange’s 
leading members have reserva- 
tions over the revived merger 
between the exchange and OM 
Gruppen, the Swedish derivatives 
exchange. Page SO 

Hu pm, the German chumir-ain , 
metals and healthcare company, 
raised pre-tax profits 27 per cent 
to DM523mn ($294m) in the year 
to September 30 and forecast a 
farther improvement. Page 18 

Mal ays ia n businessman Date 
Amin Shah is to pull out of an 
agreement to buy a 48 per cent 
stake in Danyard, D enmark 's sec- 
ond largest shipyard, following 
the Malaysian crisis. Page 19 

LVIBI, the French luxury goods 
group which owns Louis Vuitton 
luggage and Moet-et-Chandon 
champagne, is merging its per- 
fume and cosmetics interests into 
a single division. Page 20 

Fofckcr creditors may receive 
only a fraction of the FI 26bn 
($l3bn) in claims against the 
collapsed Dutch aircraft maker. 
Only FI lbn is so far available to 
pay out Page 18 

CremoBni, Italy’s leading food 
processing group, will today 
armmmrp plans to raise L250bn 
(J146m) through a high-yield 
bond issue. Page 19 


to buy CIC, the 
French state-controlled banking 
network, must agree to sell the 
insurance products of parent 
company GAN for up to 10 years, 
acconiing to offer documents. 
Page 20; Observer, Page 15 

Patriot American, the hotels 
group, pulled off its third big 
takeover this year with the 
SI -3bn purchase of Interstate 
Hotels, the largest independent 
hotel management company in 
the US. Page 17 

Hongkong Telecom, the 

territory’s dominant carrier, is 
seeking to buy Hong Kong's 
fourth biggest mobile telephone 
operator. Pacific Link Communi- 
cations, the two companies said. 
Pagel7; 

Hewlett-Packard and Electronic 
Data Systems have joined with 
flight leading financial institu- 
tions to develop internet banking 
and commerce. Page 19 

VkteoLogic shares fell 10 per 
cent after the 3D graphics spe- 
cialist announced doubled losses, 
restructuring and the retirement 
of founder and chief executive 
Tony Maclaren. Page 23 

Pup Photo Film will next year 
quadruple output of cameras in 
rrhmn for export in an attexrpt to 
strengthen its position in the 


and advanced photo system 
(APS) cameras. Page 18 

Cabletron System, one of the 

top four networking equipment 
makers, said its earnings would 
fall short of expectations in its 
third quarter. Page 17 

of Yamaichi, Japan's 
fourtb-largest broker which 
collapsed last week, could he sold 
within the month. Page 18 
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Russia asks 
western banks 
for emergency 
$2bn loan 


By John Thornhill and 
Chrystia Freeland in Moscow 
and Edward Luce in London 

The Russian government has 
asked a group of western banks 
in Moscow to prepare an emer- 
gency financing package of up to 
$2bn as it seeks to cover its bud- 
get deficit and pay off wage 
arrears. 

On Monday, Anatoly Chubais, 
first deputy prime minister, con- 
tacted at least four banks, includ- 
ing Salomon Brothers, Credit 
Suisse First Boston, Chase Man- 
hattan and Deutsche Morgan 
Grenfell, asking to raise a syndi- 
cated ken for the government 


S31bn debt deaf signed Page 2 

lex—— — Page 16 


None of the banks would com- 
ment yesterday, but it is under- 
stood they reacted positively. 

“Foreign banks have been 
involved in this type of bridging 
loan before, but it has not been 
publicised,’' Mid hanlcur who 
knew of the deaL “I do not think 
it would be a problem.” 

In a farther effort to share up 
Russia’s jittery financial system, 
t he nhnirman of the central bank 
summoned the hpad.n of Russia’s 
leading banks yesterday to dis- 
cuss the cur rent liquidity crunch. 

It is understood the central 
bank reassured Russian commer- 
cial bankers it was ready to 
assist thp country's top h»nka. 

‘Tor toe central bank toe col- 
lapse of any of the largest hanks 
would be undesirable,” said Irina 
Yasina, toe bank's spokeswoman, 
after the meeting. She said toe ID 
commercial banks and toe cen- 
tral bank had pledged jointly to 
back the rouble. 

In London, Russia signed an 
agreement with 423 western 
banks to restructure SSlbn of 
defaulted commercial debt dating 
from before the Soviet Union’s 
demise in I99L The deal creates a 
vast bond market in toe former 
loans which should become one 
of the world's most highly traded 
emerging market instruments. ' 


In addition to propping up Rus- 
sia’s shaky economy, the $2bn 
loan Mr Chubais is seeking could 
help resurrect the minister’s own 
fading political fortunes. 

"They will say; ‘Again Chubais 
has saved toe motherland!’ " said 
a top Russian businessman who 
is familiar with toe deal and hos- 
tile to the controversial minis ter. 

At yesterday's meeting, the 
central Kink a)<» urged Russian 
banks to begin trading with one 
another again. 

The Russian government is 
hopeful the Internationa] Mone- 
tary Fund will accelerate dis- 
bursement of a delayed STOOm 
tranche of its SlObn support loan 
before the end of the year. That 
may also trigger the release of 
structural adjustment and coal 
sector loans from the World 
Bank. 

But the government appears to 
be making contingency plans in 
the event that these monies are 
not forthcoming and is seeking 
additional finance from both 
local and foreign banks. One Rus- 
sian banker said toe creation of a 
domestic emergency fund was 
also discussed at the meeting in 
the central bank. 

Boris Yeltsin, toe president, 
has warned that ministers’ heads 
will roll if the government does 
not fulfil its promises to pay off 
wage arrears to federal employ- 
ees by the Hid of the year. 

The instability in world finan- 
cial markets has significantly 
Increased toe Russian govern- 
ment’s cost of borrowing, as for- 
eign Investors have started pull- 
ing out of the domestic debt 
market, putting upward pressure 
on interest rates and downward 
pressure on the rouble. 

Yields on short-term treasury 
bills soared from 3640 per cent to 
more than 50 per cent at one 
point yesterday. This compares 
with the centra] bank’s refinanc- 
ing rate of 28 per cenL 

The central bank yesterday 
reiterated its commitment to 
maintain the rouble within its 
trading corridor amid signs that 
the Russian public was beginning 
to buy more dollars. 


Opera chiefs ready to 
defy MPs’ call to quit 


By Antony Thorncroft in London 

Senior managers of the UK’s 
Royal Opera House were last 
night set to resist demands for 
their resignation expected in a 
critical report to be published 
today by the Commons commit- 
tee on culture, media and sport 
We have been completely 
open about the state of Royal 
Opera Bouse affairs with toe 
committee." said Lord Ghadling- 
ton. Covent Garden’s chairman. 
The board and management 
have always sought to do what is 
best 

We will be expressing our 
views on the report fa due course 
but in toe meantime we will con- 
tinue, with our rescue package in 
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place, to manage ourselves as 
effectively as we have been doing 
since our new management team 
was put in place.” 

The committee, chaired by Ger- 
ald Kaufman, an MP in the ruling 
Labour party, started investiga- 
ting the Opera when it ran up 
substantial debts following its 
closure In July for a £214m 
(8357m) refurbishment of its 
Covent Garden premises, likely 
to be completed by December 
1999. . 

There was also disquiet over 
the sudden appointment of Mary 
Allen, formerly secretary-general 
of the Arts Council, as chief exec- 
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Holocaust survivors 5 fund launched 



Edgar Bronfman, president of the World Jewish Congress, at the London Conference on Nazi Gold 
yesterday, where the US and UK gave S5.6m to a new Holocaust survivors’ fand. Mr Bronfman said 
Switzerland still owed S2bn-S3bn of looted gold at today's values Nazi gold fund. Page 2 Ivtui Man*! MPwcm: 


Number of nations set to sign 
landmine ban treaty doubles 

US and China among countries absent from ceremony 


By Frances WitOams in Geneva 

About 110 countries are expected 
to endorse an international 
treaty banning anti-personnel 
lanrimimm at a si gning ceremony 
in Ottawa that begins today. This 
is more than twice the number of 
countries that originally hacked 
a ban. 

The two-day ceremony marks 
toe culmination of a six-year 
campaign by human rights 
organisations, including the 
United Nations and toe Interna- 
tional Committee of the Red 
Cross, to outlaw all forms of anti- 
personnel landmine (APM). 

Today’s signing also represents 
a diplomatic triumph for Canada, 
which launched an initiative for 
a global ban after UN talks con- 
cluded in May 1996 with agree- 
ment merely to limit some types 
of mine within nine years. 

However, a number of key 
countries - the US. Russia. 
China, India, Pakistan and most 
Middle Eastern nations - will not 
be signing toe treaty this week. 
Hie US, which said it would end 
APM use by 2006. pulled out of 
talks in Oslo after failing to 


obtain exceptions for the Korean 
peninsula. South Korea has also 
decided not to sign the accord. 

Russia supports a ban in prin- 
ciple and may sign the Ottawa 
treaty eventually. Yesterday, toe 
Kremlin said Boris Yeltsin, the 
president, had signed a decree 
extending a ban on the export of 
certain APAls for another five 
years. 

Some 26.000 people, mostly 
Chilians, are killed or maimed by 
landmines each year - one victim 
every* 20 minutes, according to 
the 1CRC - and large areas of 
land, including fertile farmland, 
have become unuseable. 

The accord, the text or which 
was finalised at a meeting in 
Oslo in September, bans toe use. 
production, stockpiling and 
transfer of APMs. After 40 coun- 
tries have ratified it - perhaps 
within two years - signatory 
states have four years to destroy 
their stockpiles and 10 years to 
clear mines already laid. 

About 50 nations backed Can- 
ada’s initiative at a conference in 
Ottawa in October 1996. a figure 
that has since more than dou- 
bled. This week's signatories will 


include lending mine producers 
and users, among them the UK. 
Belgium. France. Hungary and 
Italy. Japan, which has a stock- 
pile of about lm mines, 
announced last week it too would 
sign the treaty. 

The momentum gained by the 
so-called "Ottawa process" was 
spurred by the work of the Inter- 
national Campaign to Ban Land- 
mines, which in October was 
awarded the Nobel Peace Prize. It 
benefited from publicity by 
Diana, Princess or Wales, before 
her death in August. 

Russia and the US still hope to 
negotiate a global bon through 
the Geneva-based UN disarma- 
ment conference whose 61 mem- 
bers include all five permanent 
members of the UN security 
council. 

But attempts to launch treaty 
talks have so far been stymied by 
developing countries that want 
parallel negotiations on nuclear 
disarmament, a demand refused 
by the nuclear powers. 

Meanwhile, attention is being 
focused on clearing toe world’s 
110m mines and helping civilian 
victims in some TO countries. 
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NEWS: EUROPE 


US and UK give $5. 6m for compensation to Holocaust survivors Deal is 

Cook launches Nazi gold fund 


Buchan and 
WHBara Hdi in London 

Britain and the US launched 
a 41-nation conference on 
Nazi gold yesterday by 
announcing gifts of $5.&m to 
a new compensation fund for 
Holocaust survivors and by 
calling on other countries to 
make matching contribu- 
tions. 

“We must avoid the sec- 
ond tragedy of those who 
Survived the Nazis being left 
to li ve out their days in pov- 
erty." said Robin Cook, UK 
foreign secretary. 

Speaking on behalf of the 
Tripartite Gold Commission 
(TGC), which Includes the 


Nato 
plans new 
Bosnia 
force 


By Alexander Nlcofl 
in Brussels 

Nato yesterday set in motion 
the planning for an interna- 
tional force in Bosnia after 
June 1998. But the US 
insisted it was m aking no 
commitment that its troops 
would remain there when 
the mandate of the present 
34,000-strong Stabilisation 
Force expires. 

At a meeting of defence 
ministers in Brussels, the 
way was also cleared for 
Nato to move ahead with a 
new streamlined command 
structure - incorporating 
Spain for the first time - 
when Britain lifted its objec- 
tions. 

However, the move 
remained conditional on 
eventual resolution of the 
UK's dispute with Spain over 
access to Gibraltar. 

The British concession 
will allow Nato's military 
commanders to plan details 
such as the nationality of 
officers assigned to posts 1 
and manpower levels far the I 
20 command posts - reduced . 
from the current 65 - in the . 
new structure. 

UK officials said the pres- 
sure was now on Spain. Lon- 
don wants Madrid to lift 
curbs on movement of ships I 
and aircraft to and from Gib- 
raltar. and says the Nato 
structure must not affect 
sovereignty over the Rock, 
while Madrid wants progress 
on the latter issue. 

On Bosnia. Javier Solan a, 
Nato secretary-general, said 
military commanders had 
been assigned to produce a 
range of options for a future 
force. 

William Cohen, US defence 
secretary, said there should 
be an international presence 
after June 1998 but President 
Clinton had made no deci- 
sion on US participation and 
Congress would ask tough 
questions before agreeing. 

General Wesley Clark, the 
American commander of 
Nato’s European forces, is 
understood to be arguing 
that fighting would rapidly 
resume if the Nato-led force 
were withdrawn in June, but 
that lasting peace could be 
achieved by one more big 
international effort. He 
believes the mandate of 
Sfor's successor could be 
broadened to strengthen mil- 
itary support for civil 
authorities. 

Volker Rube. Germany's 
defence minister, said US 
participation was essential. 
"We will do everything to 
make it easier for the 
Americans to continue, even 
if that means taking on more 
of the burden ourselves." 
The follow-on force could be 
cut by as much as half. 
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US, UK and France, Mr Cook 
appealed to those govern- 
ments which have received 
gold from the Commission 
over the years to allow a 
remaining 55 tonnes of it to 
be used to compensate indi- 
vidual Nazi victims. 

He suggested these coun- 
tries could either spend their 
share of this gold on Holo- 
caust survivors at home, or 
put it into the new fund, 
now established at the New 
York Federal Reserve with 
the UK government as the 
account-holder. 

Stuart Eizenstat, US 
under-secretary of state, said 
the US administration was 
putting dm into the fund as 


a first payment of a US con- 
tribution that, with congres- 
sional approval, could rise to 
$25m over three years. 

Mr Cook said that he had 
received “a positive 
response'’ from the 15 recipi- 
ents of TGC gold, whose cen- 
tral banks were looted by 
the Nazis and which are all 
represented at the London 
conference. 

Bat of the 15 recipients, 
only Luxembourg indicated 
yesterday it would give to 
the fund. Argentina, not a 
recipient of TGC gold but a 
wartime neutral to which 
many Nazis escaped at the 
end of the war, said it would 
also contribute. 


France said it would not 
pay into the new fund 
because it is itself owed 2J2 
tonnes of the Commission 
gold, which it plans to use to 
help Jewish groups in 
France. 

France's failure to offer a 
symbolic contribution to the 
fund drew some criticism in 
the corridors of Lancaster 
House, the conference site. 

Despite attempts by the 
organisers to keep the con- 
ference's tone - measured, 
Switzerland again found 
Itself In the dock for its cen- 
tral role in handling Third 
Reich gold. 

Edgar Bronfman, presi- 
dent of the World Jewish 


Congress, says Switzerland 
still owes between $2bn and 
fSbn in today’s values, based 
on the wartime declaration 
of the allies that all looted . 
gold handled by neutrals 
must be returned. 

Thomas Borer, head of the 
Swiss delegation to the con- 
ference, said there was “no 
objective basis" for Mr 
Bronfman's assertion. 

He said Switzerland was 
“far ahead of other coun- 
tries" in setting up its own 
SFr275m f SI 94m) Holocaust 
victims fund, and saw no 
need for his country to con- 
tribute to the fund newly 
established by the US add 
UK. 
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on EU 
tax code 

By Emma Tucker ki Bmsseb 



No standing on 
ceremony as Yeltsin 
seizes the moment 


■ 

President Yeltsin rides in the Swedish King’s Royal Glass 
Carriage during his tour of the palace yesterday ruw 


By John Thornhill 
In Moscow 

Boris Yeltsin, Russia’s 
president, took an unexpect- 
edly direct hand in trying to 
resolve a long-running 
Kremlin dispute yesterday 
in the unlikely setting of the 
Royal Palace in the Swedish 
capita] of Stockholm. 

As Russian dignitaries 
waited In line to be pres- 
ented to King Carl Gnstaf, 
Mr Yeltsin astonished the 
assembled crowd by drag- 
ging Rem Vyakhirev, chair- 
man of the giant Gazprom 
gas concern, over to Boris 
Nemtsov, the first deputy 
prime minister. 

"When will you sign the 
agreement?" Mr Yeltsin 
berated the two men as the 
Swedish royal entourage 
looked mu “Sign It right 
now. The king is waiting." 

Mr Yeltsin, well known 
tor his impulsive gestures, 
was referring to a trust 
agreement - defining the 
relationship between the 
government and Gazprom - 
which has yet to be signed 
after months of furious 
negotiation. 

Mr Vyakhirev was sup- 


posed to sign the agreement j 
last week but failed to 
return from a trip to Viet- 
nam in Firru> 

The reformist wing of the 
government, led by Mr Nem- 
tsov, has been battling to 
bring Gazprom under 
greater state control and 
assert the government’s 
rights as a 40 per cent share- 
holder in the company. Mr 
Nemtsov has been deter- 
mined to overturn the prev- 
ious trust agreement, which 
gave Mr Vyakhirev an 
almost completely free hand 
to run Gazprom as he liked. 

But Gazprom, which has 
riose links with Victor Cher- 
nomyrdin, the prime minis- 
ter and former company 
chairman, ban been resist- 
ing the government’s 
demands. Itar-Tass, the offi- 
cial newsagency, quoted a 
government source yester- 
day as saying the agreement 
had “twice got lost” in Mr 
Chernomyrdin's office. 

The proposed new trust 
agreement would still 
enable Mr Vyakhirev to 
manage the balk of the state 
shareholding but would set 
strict performance criteria 
for the company. 


Russia signs $31bn debt deal 


By Edward Luce in London 

Russia signed an agreement 
with 423 western banks yes- 
terday to restructure $3lbn 
of defaulted commercial debt 
dating from the Soviet era. 

The deal, reached with the 
London Club of commercial 
creditors, opens the way for 
Russia to become a normal 
member of the international 
financial community, said 
Andrei Kostin, chairman of 
the Vneshekonombank, Rus- 
sia's bank for foreign eco- 
nomic affairs. 

The deal also creates a 
$28bn bond market in the 
former loans, which will 
count among the most liquid 
and highly traded emerging 


market instruments in the 
world. Russia transferred 
the remaining $3bn in past 
due interest to the creditor 
banks in New York yester- 
day. 

“The dosing of the London 
Club deal will pave the way 
for much broader coopera- 
tion between the Russian 
government, Russian banks 
and western banks," said Mr 
Kostin. 

Russia also hoped that the 
agreement on the defaulted 
debt, which was held by 
more than 2,000 western 
creditors, would encourage 
US credit rating agencies to 
upgrade Russia to invest- 
ment grade status in the 
near future. 


However, analysts say the 
cash settlement of the “Vno- 
shekon" debt on December 5 
could prove costly to Rus- 
sian banks which have 
invested heavily in an 
advance market for the 
bonds. 

Grey market trading In the 
“Vnesh" bonds, which will 
have a maturity of up to 20 
years, encouraged investors 
to bet heavily on the conclu- 
sion of the London Club 
negotiations. 

But the precipitate tell in 
Russian bond markets since 
late October also knocked on 
to the ghost market in 
“Vnesh bonds ", where prices 
have dropped from over 70 
per cent of the paper’s face 


value to less than 55 per cent 
since late October. 

’"Several Russian banks 
could be looking at heavy 
damage to their balance 
sheets on Friday," said a 
bond analyst at a US invest- 
ment bank in London. 

Mr Kostin conceded there 
would be “losses" among 
Russian banks, but said it 
would be in the “tens of mil- 
lions of US dollars, not the 
hundreds of millions". “If 
they hold this paper they 
could recuperate their losses 
after some months." he 
added. 

The price of Russia's exist- 
ing dollar bonds rose on the 
news of the London Club 
deaJ- 


A landmark agreement to 
curb harmful tax competi- 
tion between the . 15 coun- 
tries- of -the European Union . 
has been clinched alter a 
protracted argument 
between France and Ireland 
late on Monday night. 

The breakthrough repre- 
sented the first time EU 
member states had agreed . 
proposals affecting direct 
taxation - a sensitive area 
which had been the sole pre- 
serve of national administra- 
tions. 

The package includes a 
voluntary code of conduct on 
corporate taxation; a com- 
mitment to consider new leg- 
islation on an EU-wide with- 
holding tax (on non-resid- 
ents' savings income), plus 
an agreement to dismiss. a 
directive making it easier far 
companies to transfer Inter- 
est and royalty payments 
across borders. 

France, which fought 
hardest to have predatory 
tax regimes dismantled at 
the earliest possible date, 
said it was not “totally satis- 
fied" with the package. 

It bad argued strongly for 
the code to include a dead- 
line for the abolition of 
harmful tax regimes — nota- 
bly Ireland’s 10 per cent tax 
rate for manufacturers, 
which France and other 
countries accuse of siphon- 
ing off investment 
But Charlie McCreevy, the 
Irish finance minister, who 
most today steer a sensitive 
budget bill through parlia- 
ment, made a powerful case 
for loosening the deadlines. 

The final phasing out 
period agreed was five years 
- with an undefined longer 
roll-back period for Ireland 
“to avoid serious disruption 
of economic activity and 
employment in the case of 
new businesses and to take 
account of the reasonable 
expectations of businesses 
already established in 
Ireland". 

The Commission - which 
had proposed a two-year 
phase-out - is confident peer 
pressure will discourage 
Ireland from exploiting its 
escape clause. 

Yesterday's agreement 
hinged on a series of declara- 
tions tailor-made for each 
member state to soften Its 
impact on sensitive sectors. 
Some signal potential trou- 
ble ahead, as the drive for 
greater coordination gathers 
pace. The Irish let-out clause 
on corporation tax is just 
one. 

Others Include a declara- 
tion by Luxembourg , that it 
will Dot accept the Introduc- 
tion of any EU-wide mini- 
mum withholding tax rate 
unless it is balanced by legis- 
lation to enforce a minimum 
corporate tax rate - an . Idea 
rejected by Ireland, and 
likely to be rejected by many 
other member states, includ- 
ing foe UK. 


Euro questions go unasked in France 


The French government is selling 
the benefits of the euro to the 
public. Robert Graham asks if it 
would be wiser to warn of the risks 




ni^im w i-iti 


S ome 22m copies of a 
booklet entitled 
“L’euro et mol” (The 
euro and me) are being dis- 
tributed across France by 
the government to prepare 
people for the advent of the 
European single currency in 
January 1999. 

The booklet claims to 
answer “the questions we 
are asking ourselves about 
the euro". The public is 
taken through the timetable 
for introducing: the euro and 
shown basic aspects sucb as 
bow the conversion will be 
made. 

To familiarise people with 
the new prices, a notional 
purchase of artichokes is 
illustrated in francs and 
euros. Two of the 16 pages at 
the end briefiy outline the 
benefits of joining the euro- 
zone. Principal among these 
is said to be the outlook for 
jobs: “The euro opens up 
new economic horizons 
favourable for employment," 
Yet the government's cam- 
paign risks being a dou- 
ble-edged weapon. Instead of 
reducing national scepticism 
about the new currency, it 
could expose just how poorly 
the problems have been 
debated in France and how 
little is known about tbe 
euro's political and economic 
impact. 

Neither the booklet, nor 
more detailed literature put 
out bv the finance ministry, 
seriously answer the kind of 


questions about jobs and 
incomes which worry ordi- 
nary people. 

Nor is the broader issue of 
loss of sovereignty addressed 
officially at any stage, 
despite the fact that politi- 
cians and commentators are 
starting to realise the magni- 
tude of tbe shift of control of 
monetary policy from the 
Bank of France to the new 
European Central Bank. 

The government has even 
kept quiet about the need to 
alter the constitution, as 
well as the statutes of the 
Bank of France, to accommo- 
date monetary union. It has 
been reticent about the need 
for budgetary austerity 
beyond 2000 to ensure the 
public sector deficit is kept 
below 3 per cent of gross 
domestic product 

Rather the Socialist-led 
government has been so 
alarmed by the task or tack- 
ling 125 per cent unemploy- 
ment that everything is 
packaged in terms of job cre- 
ation, often regardless of 
whether the measures are 
suitable, as may be the case 
with the proposed 35-hour 
working week. 

The situation is all the 
more curious because the 
government of Lionel Jospin, 
initially hesitant about the 
single currency when it took 
office in June, is now fully 
committed - even though its 
key ruling partners, the 
Communists, are formally 
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Part of the leaflet, L’euro et MoL Some fear the arrival of 
the single currency will shock the French 


opposed to joining the euro. 

Only last week Robert 
Hue, the Communist leader, 
publicly demanded a referen- 
dum on the euro. Mr Hue is 
not threatening to bring 
down the government, and 
his party's opposition to the 
single currency can probably 
be finessed. 

But the Communists' 
doubts, shared by some 
Socialist deputies, fuel the 
climate of antipathy towards 
the euro and undermine the 
government’s own endorse- 
ment 

An opinion poll conducted 
in October for the finance 
ministry showed 68 per cent 
of those questioned expected 
tbe euro's Introduction 
would cause them problems. 
The ministry drew some 
comfort from the fact that 51 


per cent thought the prob- 
lems would be temporary. 

Among the reasons for 
endorsing monetary union, 
the poll found that the most 
powerful was the idea of 
creating a counter balance to 
Japan and the US. While 72 
per cent backed this view, 
only 56 per cent felt Emu 
would make the French 
economy more dynamic. 

Rightwing politicians have 
seized on this poll as proof 
the French are not ready for 
the euro. A group of opposi- 
tion backbench deputies, 
backed by such Gaullist vet- 
erans as Maurice Sch umann , 
last week launched what 
they called “an appeal to 
realism". 

They asserted in a mani- 
festo that the switch from 
the franc to tbe euro would 



NEWS DIGEST 

SPD urges 
financial curbs 

Oskar Lafontaine. leader 
of Germany’s opposition 
Social Democrats, rallied 
his party yesterday 
around a left-wing pro- 
gramme that would seek 
curbs on financial market 
speculation and set com- 
panies' social duties 
above shareholder value. 
Addressing a party con- 
gress in Hanover, he said 
Germany had lost its 
“sense of social responsi- 
bility” and called for 
closer European integra- 
tion to be used for tack- 
ling mass unemployment. 
His speech heightened the stakes in the battle to secure 
the SFD nomination as chancellor candidate in next Sep- 
tember’s federal elections. 

Its pro-Europe and anti-business tone threw Into starker 
contrast his differences with Gerhard Schroder, the prime 
minister of Lower Saxony, who Is regarded as the more 
Eurosceptical and pro-business of the possible chancel l or 
candidates. 

Mr Lafontaine Insisted that, despite global pressures, 
companies' initial responsibility was to their workers 
rather than to increase share values. It was not right that 
profits soared while real wages stagnated. The neo-liberal 
economics of Europe's conservative governments had trig- 
gered a “downward race" to cut wages, he said. Mr Lafon- 
taine was re-elected SPD chairman taking 93.2 per cent of 
votes. Ralph Atkins. Hanover 

■ RUSSIAN NUCLEAR WEAPONS 

Kremlin plays down statement 

A Kremlin aide last night played down President Boris 
Yeltsin’s .surprise announcement that Russia planned to 
cut its nuclear arsenal by mere than 30 per cent 

During a three-day visit to Stockholm the Russian presi- 
dent said yesterday: “I announce here for the first time 
that unilaterally we will reduce tbe quantity of nuclear 
warheads by a further one third.” 

Mr Yeltsin, making no reference to his prepared speech 
about Russian-Swedish relations, told journalists: "It is 
now for us to taka tins matter to its conclusion and 
entirely destroy nuclear weapons." 

However, Sergei Yastrzhembsky. a Kremlin official, said 
Mr Yeltsin was simply proposing to go somewhat beyond •= 
reductions already discussed with the US In preliminaries 
talks on a future START-3 Treaty. Mr YastrzhembskV 
both sides had already agreed to work towards cutt^a “ a 
number of warheads to between 2.000-2500 eactu < bas 


“The president is not suggesting a new redi 
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create a huge psychological 
shock. "The disappearance 
of the franc is not merely the 
disappearance of a unit of 
account, it throws a question 
mark round every citizen's 
point of reference. 

“The worst thing of all is 
that this loss of a national 
reference is not apparently 
being compensated by an 
attachment to the European 
equivalent. The shock will 
he profound, distancing citi- 
zens even further from the 
European ideal" 

Liberal opponents of the 
euro behind thin manifesto 
warn that the single cur- 
rency carries huge risks, 
without proper harmonisa- 
tion of social and fiscal poli- 
cies, against a backdrop of 
deregulation. 

Rather than defending 
jobs, as the Jospin govern- 
ment suggests, the liberals 
see unresolved labour rigidi- 
ties as encouraging unem- 
ployment. 

More nationalistic critics 
lament the passing of the 
Bank of France’s control 
over monetary policy and 
the hegemony of the German 
Bundesbank. They are not 
alone in this s entiment . 

On the left, deputies were 
highly critical of the Bank of 
France's decision in October 
to raise interest rates when 
inflation was falling. They 
felt the move was unwar- 
ranted and dictated by the 
Bundesbank. 

Against this background, 
if the government does not 
begin to spell out the risks 
in the countdown to tbe 
euro, the backlash will be 
more difficult to control 
should thi n gs go wrong. 


2,500 warheads)," Mr Yastrzhembsky said. He stressed he 
was merely giving his own interpretation of Yeltsin's 
remarks. Tim Burt. Stockholm, and agencies 

■ POLISH ECONOMY 

Lower inflation is forecast 

Poland aims to reach single-figure inflation next year for 
the first time in a decade as the current budget deficit of 
1.9 per cent of GDP is lowered to 15 per cent in 1998. 

A draft budget due to he presented to parliament today 
by Leszek Balcerowicz, finance minister, foresees this 
year's 13 per cent inflation telling to 95 per cent in 1998. 

The document is a modified version of budget plans pre- 
pared by the previous leftist coalition which envisaged a 
budget deficit in 1998 of 15 per cent of GDP. 

The main changes brought in by the new government 
include higher value added taxes on alcohol and tobacco, 
as well as on telecommunications and petrol, worth 25bn 
zlotys ($650m). The changes bring total revenues to 135bn 
zlotys. Overall spending plans, including 753m zlotys 
extra on repairing last summer’s flood damage, are to 
grow by 2bn zlotys to reach 143 5bn zlotys, or 28 per cent 
of GDP. Christopher Babinski, Warsaw 

M FRENCH NATIONALITY 

Parliament to change laws 

The French national assembly voted narrowly yesterday 
to change the country's nationality laws to make it easier 
for children of immigrants to acquire full citizenship. 

The new law allows children bom in France of non- 
French parents to acquire French nationality automati- 
cally at the age of 18, with proof of at least five years resi- 
dence. 

Non-French parents will also be able to apply for citi- 
zenship for their French-bom children at the age of 13. 
Another change is to permit foreigners to acquire French 
na t ionality one year after marriage to a French national. 

The issue was hotly contested in parliament by right- 
wingers. who sought tighter immigration controls. The 
.vote was 287 for and 246 against The legislation will now 
go to tbe senate. Robert Graham, Paris 

■ RUSSIAN MINE DISASTER 

Blast kills 59 in Siberia 

In one of the worst mining accidents in recent decades, at 
least 59 Russian coal miners died yesterday when a meth- 
ane gas explosion blasted through a Siberian mine. 

The government declared three days of mourning and 
Boris Nemtsov, first deputy prime minister, was expected 
to rush back from a trip to Sweden to visit the Kuzbass 
the impoverished region where the explosion occurred. 

The accident at tbe Zyryanovskaya mine in the city of 
Novokuznetsk occurred just after lam yesterday. 

Some 130 people were working in the mine at the time. 
Another eight miners were missing yesterday eve ning 
The disaster underscores the dangerous working condi- 
tions of Russian miners, who eke out existences not 
noticeably improved since the advent of market reforms. 

Chrystia Freeland. Moscow 

■ FT-FRESHF1ELDS PRIZE 

French student wins award 

The 1997 Financial Tlmes-Freshfields European Prize For 
the best business law student of 1997 has been awarded m 
» ftogzUbt of France. She received to 
Giuliano Amato, former Italian prime minister at a 
tion In Rome’s Palazzo Lancellotti on Monday night. ^ 

,, b . a 51341 year law student at the 

University Panth&on in Paris. 

The second prize was awarded to Jose Maria Gdmez 
Tabemerode Paz, 24, of Spain, who is studying p.^L 
law at the College of Europe in Bruges ^ EUn)pean 
The third prize went to Florian Wagner 24 of dor 
a student at the University of TabiiSn/Anthe cm!d^ y ' 

“This prize has quickly established iSlf Si* 

most prestigious awards for young law , 

bre of the candidates is alwaysmUsS^f^^'r? 16 Call ‘ 
was no exception." landing and this year 
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NEWS: EUROPE 


Italian MPs want new generation of modernisers 

Prodi engulfed in 
squabble over jobs 


By Jairos BiHz fn Rome 

Romano Prodi, the Italian 
prime m i n i s ter, is embroil «1 
in a dispute within his rul- 
ing centre-left coalition over 
appointments to private and 
public sector bodies. 

Following the resignation 
last week of Guido Rossi as 
chairman of the newly priva- 
tised Telecom Italia, Mr 
Prodi has faced demands 
from leading members of his 
coalition for a new genera- 
tion of “modernisers” to be 
appointed to run some of 
Italy's leading bodies. 

The resignation of Mr 
Rossi - who campaigned for 
the introduction of modem 
corporate governance rules 
inside Telecom Italia - 
been viewed with disappoint- 
ment by leading figures 
within the Party of the Dem- 
ocratic Left <PDS>, the core 
of the Olive Tree alliance. 

Senior PDS figures have 
argued that Mr Rossi's 
defeat at the hands of 
Tomaso Tommasi di Vig- 
nano, the chief executive, 
ensures that the company 
will retain a centralised 


management style, which 
was little ditierent from 
when the organisation was 
run by Irl, the state holding 
company. Mr Prodi and 
senior minis ters insist they 
have had no hand in the 
departure of Mr Rossi, argu- 
ing that Telecom Italia is 
now a private company and 
that iwanagrprrwMit issues are 
solely a matter for its board. 

The prime minister's office 
also dismissed claims that 
Mr Prodi - who was presi- 
dent of hi for more than a 
decade - is leading . a 
so-called “In club” that is 
trying to keep oltfcstyle Ital- 
ian apparatchiks in office. 

However, Mr Rossi's 
departure has triggered 
itewjawds from ’teaming PDS 
figures for “new names” to 
be appointed to forthcoming 
vacancies in leading regula- 
tory bodies. These include a 
replacement for Gluliano 
Amato as head of Italy's 
“antitrust” competition 
authority and the appoint- 
ment of Italy's first telecom- 
munications regulator. 

Marco MtwntH , the numb er 
two figure in the PDS, spoke 


France 
tries to 
ward off 
EU clash 


By David White 
in Salamanca 

France tried to dissuade 
Spain yesterday from pro- 
voking a clash at a European 
Union summit in Luxem- 
bourg next week through its 
campaign to preserve EU aid 
programmes. 

The Spanish government 
reaffirmed its view that the 
EITs eastward enlargement 
should not come at the cost 
of current grants, Tndrtdmg 
the special “cohesion funds” 
paid to the community’s 
poorest members. 

The issue affects the EU’s 
proposed budget ceiling of 
1.27 per cent of gross domes- 
tic product Spain fears this 
sum could be inadequate. 

Jose Maria Aznar, Spanish 
prime minister, said there 
might be “some different 
visions in the short term” 
about the approach to admit- 
ting central and eastern 
European countries. He 
hoped for an agreement 
which allowed enlargement 
to go ahead without upset- 
ting what he called “the 
basis of solidarity” among 
the current 15 members. 

Jacques Chirac, French 
president, said that he 
understood Spain's reluc- 
tance to make concessions, 
and that France was also 
anxi ous to protect agricul- 
tural funding. “I am not will- 
ing, either, to accept an EU 
that calls into question the 
interests of France or its 
farmers,” he said. 

But he said the enlarge- 
ment process was of capital 
importance and the EU 
should have the courage to 
reform its institutions before 
it took effect 

Rodrigo Rato, Spanish 
finance minister, highlighted 
French minis ters' insistence 
on the need to guarantee 
funding for existing pro- 
grammes, saying this 
appeared to mark a shift in 
its position. 


Romania 

reshuffle 

provokes 

surprise 

Ely Anatoi Lieven 
in Bucharest 


The Romanian prime 
minister, Victor Ciorbea, 
surprised and delighted 
western observers and 
Ro manian re f ormers yester- 
day with a far-reaching cabi- 
net reshuffle that replaced 
several leading political fig- 
ures with respected techno- 
crats. 

The reshuffle had been 
under discussion for weeks. 
However, it was thought bit- 
ter infighting within the 
coalition would prevent 
change and reduce the exer- 
cise to a game of musical 
chairs. 

The most important 
change involves the creation 
of a ministry for privatisa- 
tion, to oversee the work of 
the state ownership fund 
and other government agen- 
cies- It Is to be beaded by 
Valentin Ionesco, a presi- 
dential economic adviser 
widely respected by western 
diplomats and economists. 

This move, and the reshuf- 
fle in general, are meant to 
answer growing criticism 
that the reform process, par- 
ticularly privatisation, had 
run out of steam. 

Two widely criticised min- 
istries have bad then chiefs 
removed. The new industry 
mi n i ster is to be WGrcea Chi- 
mera, formerly minister of 
finance. He is being replaced 
by Daniel Daianu. deputy 
governor of the National 
Rank who Is well regarded 
by international bankers. 

The new minister for 
reforms, a department 
which in the past has over- 
seen the government’s 
attempts to open up the 
economy, is Hie Serbanescn, 
a leading economist and 
commentator who in recent 
weeks bas criticised the gov- 
ernment over its failure to 
restructure or close state 
enterprises. 
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out recently in favour of a 
new generation of cadres at 
the top of Italian society. 
“We need to give birth to a 
new ruling class. We need to 
Bay stop to the recycling of 
old and tired faces. The crite- 
ria for selection must be rig- 
orous and objectiva Choices 
must be transparent, while 
competence and youth most 
be taken into account” 

Mr Prodi yesterday held a 
meeting at his office In 
Rome's Palazzo Chigl with 
Massimo D'Alema, the 
leader of the PDS. The prime 
minister's office insisted 
there was no tension 
between the two men over 
the issue, even if Italian 
newspapers appeared confi- 
dent the issue of public 
appointments would be 
aired. 

The prime minister's office 
insists all appointments win 
be made objectively. But an 
editorial in La Siam pa news- 
paper yesterday insisted 
appointments would still be 
Resolved in face-to-face meet- 
ings between political heavy- 
weights “just as they always 
have been.” 


Early Czech elections look likely 


By Rob oft Anderson 
in Prague 

The Czech Republic, until 
recently the most stable of 
the new democracies of cen- 
tral and eastern Europe, 
looked set yesterday for 
early elections next year to 
overcome a political crisis 
caused by the collapse of the 
centre-right government. 

Vaclav Klaus, who 
resigned as prime minister 
test weekend, continued to 
refuse to make way for a 
compromise leader of the 
ruling Civic Democratic 
party (ODS) who could 
remake the three-party coali- 
tion. Mr Klaus has said he 
will stand for the leadership 
of the party be founded at an 
emergency congress on 

December 13-14. but that he 
win not be part of a new 
government 

The two other coalition 
parties withdrew from the 
government over, allegations 
that the ODS had accepted 
illegal party donations from 
businesses in return for 
political favours. They will 
not return if Mr Klaus 
remains ODS leader. 

On Monday a small major- 
ity of ODS deputies said they 
were in favour of Mr Klaus 
stepping down but the prime 
minister, who denies the 
allegations, has stronger 
backing among senators and 



Czech President Vaclav Havel (right) with Vaclav Elans, who resigned as prime minister last weekend. Klaus refuses to 
make way for a compromise leader of the Civic Democratic party who could remake the three-party coalition 


party regional chiefs. So fin- 
no serious challenger has 
emerged. But Ivan Pihp. the 
finance minister, who called 
for Mr Klaus's resignation 
last week when Mr Klaus 
was in Sarajevo, has said he 
will be a candidate if no one 
else stands. 

“The prime minister’s 
position is still strong, espe- 
cially in the regions. I don't 
see a strong challenger to 


him,” said Jiri Weigl, chief 
adviser to the prime minis- 
ter. “People are reluctant to 
support politicians who plot 
against their leader when he 
is out of the country.” 

Mr Klaus is thought to 
prefer the ODS should go 
into opposition until early 
ejections can be called. He 
may be calculating that the 
result of these elections will 
vindicate him. “Early elec- 


tions are inevitable ” said Mr 
Weigl. “The question is 
when and by what mecha- 
nism.” The opposition Social 
Democrats, which had a 
nine-point lead over the ODS 
in last month's opinion polls, 
have put forward a bill in 
parliament for elections. If 
both main parties support 
this, elections could be held 
by the summer. If a care- 
taker government takes 


office, it is unlikely that It 
will be able to carry through 
the current reform pro- 
gramme, including fast 
energy price deregulation 
and the privatisation of 
throe or the biggest banks. 

The sale of Invcstictii a 
Postomi Banka to Nomura, 
the Japanese bank, is due to 
be concluded this month. 
But analysts were sceptical 
about this timetable. 
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India raises 
interest rates 
to back rupee 


NEWS: ASIA-PACIFIC 




Pakistan army provides cover for PM 

N awaz Sharif, Pakis- ently in both cases to save the very fact that it took the nine years ago. It is amdng ' . For instance, cntefnf Gen-K^^Mit's tern- 

tan's prime minis* Mr Sharif from premature chief of staffs interventions the first to be consulted by what prompted Mr S harif to ^ recent en- 
ter, is today in downfall. shows how qualified a vie- civilian governments during confront the Supreme uoun* ^untrv’s politicians 

Some critics say- that he was a*™ nr ratic 


By Krishna Guha in Bombay 
and Marie Mctwlson 
in New Delhi 

India's central bank 
yesterday raised interest 
rates and imposed a series of 
administrative controls in an 
attempt to put a floor »uiflg r 
the rupee - which has fallen 
sharply following political 
turmoil in D elhi 
_ The political paralysis con- 
tinued yesterday with nei- 
ther Congress nor the oppo- 
sition Bharatiya Janata 
party any closer to showing 
enough support from smaller 
parties to form a fresh coali- 
tion to replace the minority 
United Front government, 
which Congress deposed last 
week by withdrawing its life- 
blood parliamentary support 

K.R. Narayanan, India’s 
president, held further taiy « ? 
with party leaders, but 
seemed increasingly likely to 
dissolve parliament before 
the end of this week. 

The uncertainty hit the 
rupee, which fell to an 
all-time low of Rs 39.87 to the 
dollar In early trading before 
news of the Reserve Bank of 
India's moves prompted a 
recovery. 

The RBI announced that it 
was increasing its fixed-rate 
repo rate by 50 basis points 
to 5 per cent It also raised 
the cash that reserve h anks 
are obliged to deposit with it 
by 50 basis points. “The RBI 
is trying to squeeze liquidity 
out of the system." said 
Ramnath Iyer, strategist at 
Peregrine securities. 

In a parallel move it ban- 
ned foreign exchange dealers 
from offering forward con- 
tracts to a company without 
documentary evidence that 
it has exposure that needs to 
be hedged. This is to prevent 
forward speculation - which 
is illegal In India. 

The action follows an ear- 
lier volley on Friday, when 
the RBI shelved plans to cut 
cash reserve requirements 
and increased interest on 
export credits In an attempt 
to force exporters to repatri- 
ate profits early. 


Indian rupee . 

Against tfta ddbr (Rs. per $) — 
34 : . 



N awaz Sharif, Pakis- 
tan's prime minis- 
ter, is today in 
charge of Pakistan chiefly 
because the army does not 
want to be. 

After winning his long 
constitutional tussle with 
Farooq Leghari, the presi- 
dent. Mr Sharifhafi come out 
on top of Pakistan's perilous 
political heap. 

But that has much to do 
with a military hierarchy 
that has decided it no longer 
wants to govern Pakistan as 
i it has done for half the 50 
years of the country's inde- 
pendent existence. 

During the past month. 
General Jehanglr Karamat. 
the army chief, has Inter- 
vened twice in the growing 
constitutional crisis, appar- 


ently in both cases to save 
Mr Sharif from premature 
downfall. 

Mr Sharif s simultaneous 
challenge to the Supreme 
Court and the president had 
pitched Pakistan into 
unchartered constitutional 
areas, particularly since, 
soon after election in Febru- 
ary, he removed the consti- 
tutional power of the presi- 
dent to depose prime 
ministers. The power, which 
had allowed the military 
indirectly to remove govern- 
ments, had been used four 
times since the end of mar- 
tial law. 

On this occasion, Pakis- 
tan's military has chosen to 
side with an elected parlia- 
ment rather than bring the 
tanka on to the streets. But 


the very fact that it took the 
chief of staffs interventions 
shows how qualified a vic- 
tory it is for Pakistan's 
democracy and how politi- 
cally important the military 
remains. 

Gen Karamat held a two- 
hour meeting - not officially 
confirmed - with Mr Leghari 
yesterday before the presi- 
dent announced that he 
would resign. 

The president's departure 
came at the same time as 
another of Mr Sharif s chal- 
lengers, Sajjad Ali Shah, was 
removed from office by a 
rival Supreme Court bench. 

The leadership of the 
500.000strong army is still a 
vital Institution In important 
decisions, though the most 
recent military dictator died 


nine years ago. It is among ' 
the first to be consulted by 
civilian governments daring 
moments of crisis. 

However commendable Mr 
Sharif and his supporters 
might regard Gen Karamafs 
rede in this particular crisis, 
however, it conceals .a mea- 
sure of dissatisfaction within 
the military with the'- prime ' 
minister's performance. * 

Mr Sharifs ruling -Pakis- 


tan Moslem League has the bow to play. 


motivated by a reckless 
desire to gain complete influ- 
ence over other institutions.' 

Altaf Gauhar. a former 
bureaucrat and now a 
respected newspaper colum- 
nist says (fismissively: “To 
conspire for power is the 
only game our elite know 


backing of an overwhelming 
82 per cent of the - lower 
house of parliament but the 
benefits of that majority are . 
increasingly lost cm the aver- 


He that just weeks 

ago he had suggested to the 
prime minister that he 
should avoid, a clash with 
the court. “I did advise them 


age Pakistani, who bag seen" that thin was a no-win situa- 
Mr Sharif become increas- tion. If you win you- would 


lngly embroiled in what 
might be regarded as ftitfle 
power struggles: . 


be discredited and if you 
loose you will live with 
harsh consequences." 


must strengthen democratic 
institutions rather than rely 
on the military for help. « 
you keep on calling upon the 
generals to sort out your 
mess, your political system 
only appears to be increas- 
ingly untenable,*' says a gov- 
ernment official 
“While the general and his 
fellow senior officers are 
honourable men who want 
democracy to flourish, in the 
long term, strong democratic 
institutions are the only 
guarantee to our stability.** 
he adds. 

Farhan Bokhan 


sowck 

Together, they mark the 
first concerted effort to call a 
halt to the rupee's depreda- 
tion - as it approaches what 
dealers describe as a “natu- 
ral Door" of around Rs40 to 
the dollar. 

This is the level at which 
foreign investors - who 
withdrew $90m from India in 
the first four weeks of ! 
November - may begin to 
re-enter the market. 

The currency has now 
fallen by about 10 per cent 
since August - battered by a 
fall -off in foreign portfolio 
investment and the slow- 
motion collapse of India’s 
United Front government 

Trade officials said they 
expected the rupee's depred- 
ation to sustain a recent 
revival in exports. 

'Latest official figures this 
week showed a further mod- 
est rise, with exports in 
October 9.6 per cent higher, 
at $2.9bn, than the same 
month a year ago. Import 
growth slowed, rising by just 
LI per cent to to $2.6bn com- 
pared to the same month a 
year ago. 

Export growth, however, 
has averaged just 5.6 per 
cent between April and Octo- 
ber. just over half the rate 
for the same period a year 
ago and well below the 24 
per cent rate of increase 
recorded in 1995-96. India's 
cumulative trade deficit 
between April-October was 
17 per cent higher at $2.67bn 
on the period last year. 


Bruising battle at Korea-IMF talks to 

° allow 


S outh Korea is hoping 
the third time will be 
lucky. For two consec- 
utive days, i.im Chang-yuel, 
Seoul's finance minister, has 
announced agreements with 
the International Monetary 
Fund only to see them 
unravel. He now expects to 
sign a formal deal this morn- 
ing with Michel Camdessus, 
the Fund's manag in g direc- 
tor. 

If an agreement is con- 
cluded today, it would end 
an arduous battle of wills 
between Korea and the IMF 
over the terms of a rescue 
that could exceed the $60bn 
bail-out of Mexico in 1995. 

Disputes have included the 
schedule for closing of insol- 
vent commercial and Invest- 
ment banks, economic 
growth targets and foreign 
investment in the capital 
markets, banking and corpo- 
rate sectors. 

The talks have been con- 
ducted against the back- 
ground of a presidential elec- 
tion on December 18 that the 
government fears it will lose 
if the IMF loan terms lead to 
a sharp rise in unemploy- 
ment, labour strife, and a 
possible run on the banks. 

Even Seoul's decision yes- 
terday to suspend the 
operations of nine of the 
nation's 30 investment banks 
until the year's end was 
regarded as a delaying tactic 





Bank workers protest yesterday against expected job losses in the financial sector 


since Korea would only shut 
the banks In March if they 
were unable to improve their 
capital base. The IMF wants 
to close them immediately. 

The swift shutdown of the 
suspended investment 
banks, some of which are 
owned by such leading con- 
glomerates as Ssangyong. 
Shinsegae and Hansol, 
would eliminate a vital 
source of corporate financ- 
ing for the highly-leveraged 
industrial groups. 

Although Korea is living 
up to its reputation as a 
stubborn bargainer, analysts 
believe its b rinkmans hip is 


further damaging its dwind- 
ling credibility in interna- 
tional financial markets. 
“Korea Is conducting the 


of negotiations in progress. 

When Seoul suggested that 
it planned to announce , the 
outlines of an agreement 


negotiations with the IMF as yesterday, Mr Camdessus 
if it was haggling with a demanded it keep -silent 


stall keeper in Namdaenum 
[Seoul's biggest open-air 
market F, said a foreign bro- 
ker. 

IMF officials are said to 
have complained about 
Seoul leaking details of the 
talks to the domestic media 
and encouraging public 
resistance to the IMF 
demands. This is considered 
bad etiquette since the IMF 
does not discuss the status 


NEWS DIGEST Call for 

Japan may scrap Asian 
retail store laws debt 

The Japanese government is considering proposals to market 


until he and the IMF board 
of directors approved any 
deaL 

Some observers also blame 
the IMF's negotiators, led by 
Hubert Neiss, the IMF Asia- 
Padflc director, for the con- 
fusion as they apparently 
agree to terms that are then 
rejected by Mr Camdessus, 
who is under pressure from 
the US to strike a tough bar- 
gain with Seoul 


Bill Clinton, the US presi- 
dent, has suggested that 
Washington would partici- 
pate in a IMF-led rescue of 
Seoul' only if the IMF con- 
cluded “a strong agreement" 
that “would actually restore 
Wnanriai stability and confi- 
dence" in Korea. 

“The IMF delegation has 
been out of its depth in tack- 
ling an advanced industrial 
economy. They are scared 
about driving the economy 
into collapse and axe uncom- 
fortable about the implica- 
tions,” . said an US invest- 
ment banker. ■ 

But time is . running out 
for Seoul and its bargaining 
position weakens by the day. 
As the talks drag on and 
Uncertainty grows, the Seoul 
stock mar ket and the Korean 
currency, the won, plunge to 
record lows, while interest 
rates soar. 

Meanwhile, Korea's dwind- 
ling foreign currency 
reserves increase the pros- 
pects of overseas loan 
defaults as -foreign h anks 
call in loans if Seoul does 
not get a deal quickly. . 

It appeared last night that 
Korea, was offering more 
concessions to the DIF in a 
□ew frantic round of negotia- 
tions. Mr Urn’s prediction of 
a final agreement may at 
last came true. 

John Barton 
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The Japanese government is considering proposals to 
abolish a controversial law governing retail stares which 
has long been a symbol of Japan’s closed markets. Two 
influential government panels are expected to recommend 
next week that the Large Scale Retail Store Law be 
scrapped in a move which could pave the way for signifi- 
cant changes in Japan's retailing industry. 

Under the law retailers have had to obtain the approval 
of the local community in order to open stores over a cer- 
tain size. It has long been criticised as obstructing the 
development of the industry and keeping foreign develop- 
ers, as well as products, out of the country, large retail 
stares have tended to be more willing to carry foreign 
products than small, traditional stores. 

The law has been a constant source of friction between 
Japan and its trading partners, notably the US. Largely 
under foreign pressure, the law has been relaxed several 
times. Michiyo Nakamoto, Tokyo 

■ CHINA AND TAIWAN 

Beijing warns of use of force 

China yesterday warned that force remained an option to 
recover Taiwan if it made moves towards official Indepen- 
dence. but said it would continue to seek peaceful reunifi- 
cation. "We will work hard for peaceful reunification, but 
we will not renounce the use or force," said a foreign min - 
istry spokesman. His comments marked Beijing’s first 
reaction to the victory of Taiwan’s Democratic Progres- 
sive party (DPP) In weekend local elections. 

The DPP advocates eventual independence for Taiwan 
and - while it has toned down its stance on the issue, con- 
centrating Instead on local affairs - its victory over the 
ruling Nationalist party raised concerns of increased ten- 
sions with China. Shares in Taipei responded with a fall 
of more than 5 per cent on Monday. However, the main 
Taipei index regained ground yesterday, rising by almost 
4 per cent John Bidding, Bong Kong 

■ PHILIPPINE ECONOMY 

Growth forecasts reduced 

The Philippines Is lowering its growth forecasts for 1997 
and 1998 following regional markets turmoil. Roberto de 
Ocampo, the finance secretary, said yesterday. Gross 
national product growth would be about 5 per cent, com- 
pared with the government's earlier forecast of 6.5 to 7.5 
per cent, Mr de Ocampo said The announcement follows 
publication of figures last week showing GNP growth for 
the first nine months had slipped from 7.3 per cent a year 
ago to 6 per cent. 

The Philippines has been buffeted by the regional tur- 
moil which has slashed stock market values and knocked 
as much as 36 per cent off the peso's value against the US 
dollar. Some economists believe, however, the country is 
likely to emerge from the Asian crisis in better shape 
than some of its neighbours. Justin Mamsi Manila 

■ VIETNAMESE CURRENCY 

Bar on devaluation relaxed 

Vietnam yesterday relaxed its opposition to any further 
devaluation of its currency, the dong. The country is fac- 
ing intense pressure on its frail exports because of 
regional currency devaluations. 

Pressure has been mounting on Hanoi to repeat a . 
recent de facto devaluation in recent weeks, with foreign ; 
bankers saying the dong remains about 30 per cent over- 
valued. Jeremy Grant, Hanoi 


By John Ridding 
In Hong Kong 

Hong Kong yesterday urged 
the development of an Aslan 
debt market to tackle struc- 
tural financial weaknesses 
In the region and avoid the 
crises which have swept 
through many of its econo- 
mies in recent months. 

“What Asia lacks, and 
Europe and the US have, is a 
deep liquid and mature debt 
market," said Donald Tsang, 
Hong Kong’s financial secre- 
tary. “We must find some 
ways to transform the 
wealth created by Asian 
savings Into powerful 
liquidity." 

Mr Tsang's comments. In 
a speech to regional finance 
ministers in Kuala Lumpur, 
echo concerns expressed by 
the International Monetary 
Fund aid the World Bank, 
both of which have under- 
lined the need for finanHai 
reforms and the develop- 
ment of long-term savings to 
improve stability in the 
region. 

They come as Hong Kong 
is seeking to secure a lead- 
ing role in developing a 
regional bond market. The 
establishment of the territo- 
ry’s Mortgage Corporation 
last month and the planned 
creation of a compulsory 
pension scheme are partly 
motivated by the desire to 
create supply and demand 
for long-term securities. 

“We have invested our 
savings outside the region, 
mainly in OECD, markets, 
while funds come back in 
the form of foreign direct 
Investment and portfolio 
investment," said Mr Tsang, 
referring to a “maturity 
mismatch" in many east 
Asian economies. 

While east Asia has more, 
than US$600bn in foreign 
exchange reserves and the 
region has five of the six 
largest foreign exchange 
reserve holders, he added, 
these funds are invested 
overseas in long-term bonds 
and come hack in short 
terms instruments. “These 
inflows are Footloose and 
can reverse quite easily, as 
we have all learnt from bit- 
ter experience." 

Comment & Analysis. 
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Taiwan a 
role in 
regional 
rescue 


By James Kynge 
in Kuala Lumpur 

China yesterday left open 
the possibility that Taiwan 
might contribute to regional 
financial rescue packages by 
saying it would not object as 
long as Taipei's aid was non- 
governmental 
Taiwan, which has foreign 
currency reserves of 
US$89bn, is seen as a leading 
candidate for future contri- 
butions to bail out ailing 
Asian economies, officials at 
a finance ministers' meeting 
in Kuala Lumpur said. 

China regards Taiwan as a 
renegade province and has 
sought to counter Taiwan's 
efforts to raise its interna- 
tional profile. But in this 
instance Beijing appears 
willing to allow Taipei to dis- 
burse funds which would 
undoubtedly raise the 
island’s standing with any 
country it helped. 

"The position of the Chi- 
nese government is that 
Taiwan will always be 
allowed to do thing s on a 
non-governmental basis," 
said Liu Jib in. China's first 
vice-finance minister. “If it Is 
non-governmental, we would 
not object." 

Other south-east Asian 
officials pointed out that Mr 
Liu’s statement did not 
mean that Taiwan would 
have to pledge private sector 
money. The reality is that 
Taiwan’s government has 
engaged in various contacts 
with its mainland Chinese 
counterpart just by directing 
the exchange through proxy 
organisations which are 
called “unofficial”. 

In this case, it might be 
possible for Taiwan to 
pledge 6tate or party funds 
through the thin disguise of 
a non-governmental body. 
As Anwar Ibrahim. Malay- 
sia's deputy prime minister 
and finance minister, said; 
China's position “does not 
preclude Taiwan participat- 
ing on a non-governmental 
basis. How they do it is their 
own business." 

Both Mahathir Mohamad, 
the Malaysian prime minis- 
ter, and Goh Chok Tong, the 
Singaporean prime minister, 
made rare trips to Taiwan 
last week. Observers said 
that Dr Mahathir probably 
went there to sound out 
Taipei on the possibility of 
financial assistance - 
though the Malaysian prime 
minister denies this. 

Separately, Asian finance 
ministers meeting in Kuala 
Lumpur yesterday gave their 
first clear explanation of 
how an “Asian standby facil- 
ity” to disburse emergency 
funds would operate. The 
facility would be outside the 
“operational jurisdiction" of 
the International Monetary 
Fund. In effect this means 
that contributions to the 
standby facility would need 
not have to gain approval 
from IMF member nations. 

The facility would dis- 
burse funds according to 
IMF conditions and only 
after a country had already 
signed up to an IMF pro _ 
gramme of assistance. But 
funds channelled through 
the facility could be 
accorded looser conditions 
than are generally associ- 
ated with IMF packages. 

One top Asian official said 
wr example, that the Facili- 
ty s funds could be used to 
save banks from insolvency 
J? s ? me Circumstances. Sueh 
binds would form part of a 

second line of defence" and 

would only be used aft er 
defence - were used up. 
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NEWS: THE AMERICAS 


Worldwide 


road deaths 
set to soar 


By Nicholas Thnmins 
In Washington 


Road accidents are ey ppc te fl 
to become the third biggest 
cause of premature death 
and disability across the 
world by 2020. according to a 
report from the World 
Health Organisation, the 
World Bank and the Harvard 
School of Public Health. 

■Hie report, debated at an 
international conference in 
Washington yesterday, 
shows that, for men 15 
to 44, road crashes are 
already the biggest of 
sickness and premature 
death worldwide. 

But with the world’s 
young adult population 
expected to grow sharply, 
and developing countries 
acquiring more cars, trucks 
and mobility, the present 
annual toll of at least 500,000 
deaths and ism injuries is 
expected to rise rapidly. 

Rodney Slater. US trans- 
portation secretary, opening 
the conference, said: “Traf- 
fic-related injuries and 
deaths are growing world- 
wide at an alarming rate". 

Deaths in the US at 42,000 
a year were already rising 
slightly as Americans drove 
more. 

They would jump 50 per 
cent by 2020 if the present 
safety performance did not 
improve. A global traffic 
safety effort was needed, he 
said, involving improved 
technologies and fachiding a 
role for the entertainment 
and media industries in 
shaping attitudes to road 
safety. 

The findings, which proj- 


ect road crashes moving 
from ninth place in the 
world league table in 1990 to 
third, are the result of a 
huge study aimed at estab- 
lishing global “disease bur- 
dens", not just lost years 
of life hut the years of 
disability which diseases 
cause. 

As the impact of poor 
nutrition, bad water and 
infectious diconcg falls, the 
damage due to man-made 
causes is expected to rise: 
notably so in the case of 
road traffic accidents, but 
most spectacularly in the 
case of tobacco. 

By 2020, tobacco is expec- 
ted to kin more people and 
do mare health damage than 

any itirtmting 

the HIV epidemic and heart 


As the big tobacco manu- 
facturers switch efforts to 
developing countries from 
static or declining markets 
in the developed world, the 
share of the worldwide dis- 
ease burden caused by 
tobacco is expected to 
inrrwwg mnr p than threefold 
- from 2.6 per cent of an 
disease burden in 1990 to 
just under 9 per cent in 
2020 . 

“This is a global health 
emergency that many gov- 
ernments have yet to con- 
front,” the report said. 

The tindrng g show that the 
burden of psychiatric tniw« 
not only severe depressions 
but aico schizophrenia, ha« 
been heavily underesti- 
mated. In 1990, severe 
depressions were the leading 

cause of disability world- 
wide. 


NEWS DIGEST 


FDA approves 
beef irradiation 


Hie Food and Drug Administration (FDA) yesterday 
approved the use in the US of irradiation to kill harmful 
bacteria such as E.coli in beef. The decision is supported 
by an industry that has been bit thta year by several meat 
recalls and consumer fears about food safety. 

Mirhapi Friedman, acting FDA commissioner, said that 


irradiation would become a useful tool in combating 
food-borne illness, but that ultimate responsibility would 
remain with the food handler and preparer. 

“We think it is safe and we think it is appropriate," Dr 
Friedman said of the procedure. "But the c o n s tun er 
should not believe that be or she does not have to use 
good cooking and handling techniques.” 

Some anti-nuclear activists have said irradiation is 
unsafe, but Dr Friedman said the FDA had determined 
that the process did not change the fundame ntal 
properties of meat and did not make' it radioactive. The 
process would enable meet packers to kfll bacteria at the 
end of the production line, after it was sealed and could 
not further be contaminated. 

Although irradiation has been available for years for 
poultry, pork, spices and some fresh produce, interest in 
the process for beef intensified after the recall last 
summer of 25m lb of Hudson Food hamburger meat feared 


tainted with E.coli. 

The FDA was acting on a three-year-old petition from 
Is omg dfac . a New Jersey company with long experience in 
medical sterilisation that wants to offer meat processors 
irradiation with cobalt-60 gamma rays. The meat industry 
had been lobbying vigorously fur irradiation, a s an 
alternative to proposals by the Clinton administration for 
greater government authority to recall contaminated 
products and punish violators. AP, Washington 


FRAUD ALLEGATIONS 


Paraguay poll delay urged 


Paraguay’s government has asked the top electoral 
trib un al to postpone May's presidential elections for 60 
days and disqualify the main presiden ti al candidates 
because of alleged fraud. 

Representatives of Juan Carlos Wasmosy. president, 
made the request to the tribunal late on Monday. Juan 
Carvallo, go v ernment lawyer, said the government was 
worried by fraud during primaries in September held by 
the three "»»»» parties to select cand ida tes. 

He said the government wanted the internal electio n s of 
the gov e rning Colorado party, as well as the opposition 
Radical Liberal party and National Encounter, to be 
declared void and for new party elections to be held. 

Mr Wasmosy denied opposition claims he was p l a nnin g 
to cancel the elections and appoint the pres ident of the 
Supreme Court to be his successor. Reuters, Asuncion 


TOBACCO INDUSTRY 


Fund set up for lawyers 


The US tobacco industry has decided to set up a 
$50om-a-year fond to pay anti-tobacco lawyers’ fees in an 
attempt to bypass congressional efforts to limit the 
amount of money lawyers make out of the proposed 
national tobacco settlement It emerged yesterday the 
tobacco companies want the lawyers to receive 
-reasonable" fees to maintain their support 
The fund will be capped at $250m this year, but will rise 
to $500m next year and in years thereafter to meet the 
claims from lawyers expecting a ptcy-oB far tbefrnrfe m 
pushing forward a national tobacco settlement The 
tobacco industry has offered to pay out $36a5to over 25 
years to settle big legal claims and pay for smoking 
ureventlon measures. . , ^ j. 

Earlier this year a row broke out in Florida after rt 
emerged that lawyers were claiming 25 per cent of the 
Sll.Sbn that the tobacco industry agreed to pay to the 
state to compensate it far the cost of treating 
smoking-related illnesses. The state, which contests the 
rfatm is now being sued by the lawyers. 

Xn Congress, two Republican Iawmakers, with the 
backing of Speaker Newt Gingrich, have introduced a US 
to limit the amount of money that lawyers can be paid to 
$350 an hour plus expenses. Richard Tomlans, Neto.York 


Argentines give import to fraud crackdown 


D ozens of feces are 
pressed .against the 
glass partition of the 
customs office in Buenos 
Aires international airport, 
anxiously trying to catch the 
eye of seemingly uncon- 
cerned customs inspectors 
buried in piles of paperwork. 

The hunted looks and des- 
perate pleadings of import- 
ers’ representatives in the 
crowded offices give only the 
slightest bint of corruption 
in this important source of 
government revenue. But 
exactly one year after 
authorities uncovered exis- 
tence of a “parallel customs 
ring” which had defrauded 
the government of an esti- 
mated SUm in revenues, an 
aggressive government push 
to revamp the battered insti- 
tution is under way. 

Among a number of new 
initiatives, a newly priva- 


.tised customs pre-shipment 
inspection service wait Into 
operation last month. . Over 
the next two years, six pri- 
vate sector companies, 
including France's Bureau 
Veritas and Britain’s Inspec- 
torate, will be given respon- 
sibility for verifying the 
value of consumer goods and 
cars imported into Argentina 
worth over $3,000. 

“The Argentine customs is 
in crisis and it’s not in a 
position to do the job itself," 
Said Ernesto Resk, chairman 
of the pre-shipment inspec- 
tion programme. 

The move is expected to 
cost the country between 
$B0m-S7Qm a year, said Mr 
Resk, but in return Argen- 
tina hopes to curb rampant 
tariff evasion, contraband 

and dumping. 

It is estimated SO per cent 
of all imports, largely from 


Asia, are under-billed, in 
some cases by as much as 
1,000 percent 
As part of the new service, 
the private companies will 
help set up a data base of 
international merchandise 
price bands to evaluate the 
value of imported goods. 


and Paraguay have private 
pre-shipment inspection. 

“It’s like trying to kill a 
dove with a cannon - you 
get the dove but you also 
blow away the forest.” said 
Fernando Passarelli, man- 
ager of the Argentine Cham- 
ber of Importers. “Instead of 


It is estimated 30 per cent 
of all imports are under-billed 


Currently customs officials 
base their evaluations on a 
price list from the early 
1990s and subscriptions to 
consumer goods magazines. 

Some importers are wor- 
ried the new system will 
raise the cost of trade, delay 
shipments and reflect badly 
on Argentina. 

In Soutb America, Peru, 
Ecuador, Bolivia, Columbia 


a private system, the best 
deterrent would be to put 
offenders in jail. Everybody 
says customs is the centre of 
corruption but there isn’t 
<me person In jail." 

Soon however, some cus- 
toms agents may be out of a 
job. A year-long investiga- 
tion into the parallel cus- 
toms ring by the Treasury’s 
attorney-general has 


resulted in a request to 
remove 52 customs agents. 

Another 212 customs 
agents are to be "sanc- 
tioned” for some 207 cat- 
egories of Irregularities 
between 1992 and 1996 as a 
result of the report released 
last month. 

AH told, a total of SlObn to 
merchandise Is thought to 
have been brought into 
Argentina in the four-year 
period by customs officials 
under the guise of being "in- 
transit" to another country. 

"The crimes detected show 
the presence of a mafia 
organisation operating prin- 
cipally from Ezeiza airport 
[Buenos Aires international 
airport! sheltered by a sec- 
tor of the justice system 
which protected the contra- 
band runners," said a second 
report conducted by Con- 


Under the newly combined 
tax bureau and customs 
administration, by the end of 
the year all trade win have 
to pass through a computer- 
ised registration system. 

Police monitors are being 
installed in privately owned 
customs warehouses and 
some 30 per cent of all mer- 
chandise is now being physi- 
cally inspected instead of the 
normal 5 per cent. Govern- 
ment-owned containers 
housing unclaimed merchan- 
dise, once randomly pilfered 
by customs agents, have to 
be cleaned out by February. 
As a result of the new 
enforcement measures, cus- 
toms officials say they have 
been able to lower the 
amount of contraband goods 
entering the country to 
5100m. 


Andrea Campbell 


Venezuelan sell-offs gather pace with steel sale 


The Venezuelan government’s 
troubled privatisation programme 
is gaining momentum with the 
first important sale in the coun- 
try's heavy industry sector, writes 
Raymond Colitt In Caracas; 
Alberto Foletto, president of the 
p ri v a ti sa tion agency, said Corpora- 
ci6n Venezolana de Guayana 
(CVG), the state industrial holding 


company, would sell Sidor, the 3m 
tonne steel plant, between Decem- 
ber 17 and 19. Congress approved 
the sales contract last week. 

Mr Poletto added the base price 
for Sidor, one of Latin America’s 
last large publicly owned steel 
plants, would be made public next 
week. It is estimated to be $1.3bn- 
S1.5bn, and once outstanding debt 


has been stripped away the gov- 
ernment hopes to net about 3700m. 

Seven consortia, including lead- 
ing world steel producers, have 
qucLtifled to bid for the 70 per cent 
share in Sidor. A 20 per cent stake 
will be offered to employees, with 
the remaining 10 per cent reserved 
for retail investors in a "public 
participation programme". 


Mr Poletto said the Sidor sale 
would pave the way for the sell-off 
of the CVG’s 700,000 tonne alumin- 
ium plant as well as a seamless 
steel tubes plant early next year. 

The government will also sell an 
array of assets worth more than 
SlOOm before the end of the year. 
The cement company Cemento 
Andfno, with a base price of 380m, 


is to be put on the block on 
Friday. 

Fogade, the state insurance 
deposit fund, has fixed the sale of 
100 per cent of the recently 
merged Banco Popular y de los 
Andes for December 17. Some ana- 
lysts soy the sale could fetch 830m- 
$40111, considerably above Its S20m 
base price. 
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Participants warn US that failure to compromise could threaten success of the conference 

Climate talks hit stumbling block 


1 r ♦ 

Climate 1 





By Bethan Hutton in Kyoto 

Dlsa g re «nents over the role 
of developing countries are 
Proving a serious stumbling 
block in international cli- 
mate change negotiations in 
Japan this week. 

On the second day of the 
United Nations conference 
on global wanning, there 
was no sign of a relaxation 
of the US demand for devel- 
oping countries to commit 
themselves to limits on 
greenhouse gas emissions, 
and other participants 
warned failure to compro- 
mise could threaten the suc- 
cess of the conference. 

“It is a sticking point," 
said Toshiaki Tanabe, 

. Japan's ambassador for envi- 
ronmental affairs. 

“At this stage, I do not 
believe we are any closer to 
compromise,” Melinda Kirn- 


Global wanning can threaten lives - 
through heatwaves, violent weather 
and the spread of tropical disease, 
International medical expats said 
yesterday, AP reports from Kyoto. 

“Political leaders and policy-makers 
generally do not understand these 
co nseque nces," said Eric Chivian, a 
Harvard University environmental 
health specialist He was leading a 
group of doctors from the US, Russia, 
Brasil and Japan to the Kyoto in lire 

A UN scientific network has 
concluded global average temperatures 


could rise by up to 3^ degrees Celsius 
by 2100, touching off big climate 

disturbances, if emissions continue to 
Increase at present rates. 

The ON scientists have identified 
various health threats: 

W Increased illnesses and deaths from 
heat waves, especially in urban areas 
and among the elderly: 

• More Injuries and deaths from, 
violort storms, floods and other 
extreme weather 

• Cfreater spread of infections 

diseases carried by mosquitoes 


including malaria and dengue fever, 

• Less drinking water, because of 
drought, flooding and higher sea 
levels. 

The world could not wait, Dr 
Chivian said. “The principle of 
prevention is central to medicine. If 
yon wait for all the information to 
come in, it may be too late.” 

Harvard’s Paul Epstein identified 
the spread of malaria as a particular 
poll. “Malaria is now occurrin g high 
in tiie mountains of central Africa and 
Papua New Guinea,” Dr Epstein said. 


hie, acting US assistant sec- 
retary of state, said. *T hope 
we will be able to make 

some progress.” 

EU officials yesterday 
offered to act as brokers 
between the US and develop- 
ing countries, while Hiroshi 
Oki, Japan's environment 
minister, known as a skilled 
negotiator. chaired 
closed-door discussions 
-between the US and key 
nations. But the state of the 
talk's was seen as so fragile 


that officials refused to hint 
at their substance far Sear of 
dialling the process. 

“Other people are con- 
cerned about tins because of 
the possible implications for 
the results of the confer- 
ence.” said Jorgen HennVng- 
sen, leader of the EU negoti- 
ating team. “This is one of 
the major problems that 
could prevent a positive out- 
come of the process.” 

US negotiators are bound 
by a Senate resolution reject- 


ing any agreement on emis- 
sion cuts by industrialised 
countries without a commit- 
ment from developing coun- 
tries. The US demands are 
seen as aimed mainly at 
larger developing countries 
such as Brazil, India, and 
China, set to overtake the 
US as the world's largest 
emitter of greenhouse gases 
early the next century. 

The developing countries, 
backed by other parties such 
as the EU, say the Berlin 


Mandate, on which the pres- 
ent talks are based, specifi- 
cally excludes developing 
countries from the require- 
ment to new, binding 
commitments at t his stage, 
Confirmation -that US 
Vice-President A1 Gore 
would be attending ministe- 
rial meetings nert. week was 
given a cautious welcome. 
“If Mr Gore comes and says 
the US still will not change 
its position, everybody 
would wonder what he came 


to Kyoto ter,” said. Mr Tan- 
abe. 

“Everybody supposes his 
partiripation will bring sane 
kjnd of change.” Mr Gore’s 
remarks that the -U8 was 
prepared to wait away from 

an nm m ttgfnff tn r y agr eement 

worried some participants; 
others said his proposed one- 
day visit on Monday was not 
enough. 

• fiawaifa and New Zea- 
land yesterday added their 
contributions, to the 
suggested greenhouse gas 
emission targets under dis- 
cussion. Canada proposed a 
S per cent cut by 2010, and a 
further 5 per cent by 2015, to 
give a total reduction from 
1990 levels of 8 per cent. 

New Zealand proposed a 5 

per cent cut by scone time 

after 2010. Its proposal 
depends an the inclusion of 
some “sinks" - features such 
as forests or agricultural 
practices which can absorb 
carbon dioxide from the 
atmosphere. 


NEWS DIGEST 

Rates decline 
‘not justified’ 

The sharp decline in interest rates paid by _ d 

mai-kot borrowers over the last two years went far be* 

what would be justified by the taprovan^tto^ 
economic conditions, according to a new study from the 

h^tnte of International Finance. 

The study suggests investors were carried away by the 

investment chmate into paying less attention to the 

inherent risks of their investments. 

The HF, a Washington-based grouping of international 
hanky ami fond managers, found that llTarge emerging 
market borrowers were paying an average of 3j5 
percentage points more than US Treasury securities to 
late 1995. But by September this year, that spread had 
narrowed to US percentage points, before widmfog again 
to almost 2J5 percentage points at the end oT October alter 
the currency turmoil in south-east Asia. W flBam Cline, 
HP's chief economist, said: “Althoug h , there were 

. . _ i Vilcrh trlnhal 


El Nino may focus 
minds on agreeing 
greenhouse gas curbs 


By Leyia Boulton, 

Environment Correspondent 

I t would help negotiators 
trying to save the world 
from climate change, at 
Kyoto this week, if they 
could make more of El Nino, 
the freak weather pattern of 
the year. 

Contrary to some recent 
reports, they cannot Scien- 
tists are so far unable to link 
El Nifio, a natural wanning 
of the tropical east Pacific, 
with man-induced climate 
change. 

This is despite the fact El 
Nifio is set to make 1997 the 
warmest year on record, 
according to a report by the 
Hadley Centre at the UK's 
Meteorological Office. 

But El Niflo can focus the 
minds or ministers seeking 
to agree international curbs 
on greenhouse gas emissions 
in one important way. 

By triggering record flood- 
ing and drought across the 
southern hemisphere. El 
Nifio provides a dramatic 
illustration of what climate 
change might be like. 

“El Nlfio is the trailer to 
'Climate Change' the 
movie," argues Tom Burke, 
a former adviser to govern- 
ments, who now helps busi- 
nesses formulate environ- 
mental policies. 

Geoff Jenkins, director of 


the climate change predic- 
tion programme at the Had- 
ley Centre, makes the same 
point. He says that while the 
“jury is still out” on a direct 
link between the two, El 
Nifio can be used as “an ana- 
log for a warmer world”. 

“It shows how vulnerable 
we are to even small 
changes in temperature,’' 
says Mr Jenkins. “If you are 
going to perturb weather fur- 
ther with man-induced cli- 
mate change, it’s going to 
have a further negative 
impact”. 

The Intergovernmental 
Panel on Climate Change 
(IPCQ reckons teat if emis- 
sions of carbon dioxide, the 
main greenhouse gas, are 
allowed to double, average 
temperatures could rise by 
UP to 3J> degrees Celsius by 
2100. 

Those averages say noth- 
ing of the greater extremes 
to be expected In specific 
areas. The IPCC has 
suggested that projected 
temperature and sea-level 
rises could be half as great if 
emissions in the atmosphere, 
currently at 360ppmv (parts 
per million by volume), are 
capped at 450ppmv by 2100. 

By comparison. El Nifio 
helped boost the earth's 
average surface air tempera- 
ture in 1997 by 0.43 deg C. 

It has heighte n ed anxiety 


about the weather, particu- 
larly in the developing 
world, winch has borne the 
brunt of the devastation so 
for. 

Rob Allen, a visiting cli- 
mate expert at the Hadley 
Centre, says the present El 
Nifio is likely to break up in 
spring 1998. But tee effects 
of further rainfall were 
likely to be more severe fol- 
lowing soil dislocation 
caused by drought. 

It win be with one eye on 
El Nino that developing 
countries will be pressing 
industrialised countries at 
Kyoto to take a lead in cut- 
ting greenhouse gas emis- 
sions. 

But already, many are 
being forced by El Nifio into 
anticipating the weather and 
trying to mitigate its effects. 

“Previously, we waited for 
the weather to fail,” says 
Dusan Zukpa, head of the 
United Nations T-atin Ameri- 
can and Caribbean Disaster 
Mitigation Unit. “But now 
non-governmental organisa- 
tions and countries are com- 
ing to terms with the idea 
you can anticipate the 
weather." 

Many countries were 
"developing a culture of pre- 
vention" which could lessen 
if not avoid the effects of tor- 
rential flooding. 

A summary prepared by 







Blame El Nifio: a fisherman holds two hammerhead sharks which were attracted to the 
unusually w a rm water off Peru’s coast Hammerheads are rarely found in this region - ap 


the UN says Peru, Bolivia, 
Ecuador, Nicaragua, Hondu- 
ras and Papua New Guinea 
have all declared national 
states of emergency to cope 
with either flooding or 
drought 

Heavy rain in Argentina 
has delayed the planting of 
wheat, while flooding has 
affected most crops In Vene- 
zuela. 

Some 3m people face 
extreme food shortages in 
Tanzania after the country 
suffered a near nationwide 
crop failure caused by 
drought Drought In Ethio- 
pia could threaten the food 
supplies of 4m-5m people in 
the coming mqn thg . 

Governments have 
imposed food export bans in 


Zamb ia, Kenya, Malawi. Zim- 
babwe and Uganda, either in 
the wake of excessive rain or 
drought In Asia. China Viaa 
been hit by its worst drought 
in 20 years; Indonesia is suf- 
fering its worst in half a cen- 
tury, aggravated by slash- 
and-bum policies which 
have spread a haze over five 
neighbouring countries. 

Heavy rains in Pakistan 
are likely to be followed by 
flooding and a 40 per cent 
cut in Its wheat harvest. 
Flooding has affected 1OOJXJ0 
people in Bangladesh 

A protracted drought, the 
worst in 40 years, hit the 
northern Caribbean in the 
first seven months of this 
year. It was particularly 
damaging in Jamaica. Haiti. 


the Dominican Republic and 
Puerto Rico. The drought in 
Jamaica, for instance, led to 
vri ghar food prices and water 
rationing. 

But an important worry 
scientists have about man- 
induced climate change is 
that its precise effects are 
even predictable. 

“Man has never embarked 
on this kind of experiment 
with climate before.” says 
Matthew Spencer, a cam- 
paigner far Ckeenpeace, the 
environmentalist pressure 
group. 

Additional reporting by 
Canute James. 

This is the second in a series 
of articles on issues related to 
climate change negotiations 
at the Kyoto con fe re nc e. 


liquidity and competition in these markets has led many 
investors to accept disproportionate reductions in returns 
on emerging market bonds.” The DF said the rebound in 
spreads in l ate October might have represented a 

correction, bringing spreads back from unsustainable 
levels. George Graham, Banking Editor, London 

■ LEBANON 

New Israeli withdrawal lobby 

The for an Israeli rmflateral withdrawal from 

Lebanon was stepped up yesterday after a group of senior 
op p os iti on Labour politicians established The Movement 
for a Peaceful Departure from Lebanon. 

Yossi Beffin, one of the founders, said the movement 
attracted support from across the political spectrum as 
public opinion increasingly questioned Israel's role in 
south T/»hanf>r > and the army's ability to continue 
sustaining casualties. The Movement proposed 
redeploying "long the international borders in accordance 
with the March 1978 United Nations Security Council 
Res ol uti o n 425 which celled on Israel to withdraw from all 
Lebanese territory. It would have six months to do so. 

la file meantime. Israel would erect an electronic fence, 
minpnpi d^ patrols and military outposts to protect its 
borders,. . .... Judy Dempsey, Jerusalem 

m SOUTH AFRICAN BUDGET 

Promise of more transparency | 

The South African government has spelled out the tough 
budget choices it faces over the next three years as part of 
what Trevor Mannpi the finance minister, described as 
"an Qypyrjoo in transparency not found elsewhere in the 
world". He said yesterday that for too long budgets have 
been ™«dp behind closed doors. “Every citizen win now 
be able to see what we are trying to achieve and the 
resources we have available,” he said. 

Mb Manuel said the March 11 budget would for the first 
time outline government spending plans for three years 
«hre>d although MPs would only vote on allocations for 
the next 12 months. The document offers a more sombre 
economic assessment than earlier government policy 
statements. Growth this year is forecast at just 2 per emit, 
rising more slowly than previously expected to reach 5 
per cent in 2000. Roger Matthews, Johannesburg 

■ ZAMBIAN POLITICS 

Chiluba orchestrates reshuffle 

Frederick Chiluba, Zambia's president, yesterday demoted 
his vice-president and defence minister only five weeks 
after a foiled coup by disgruntled soldiers. 

Mr f Thflnha said he had also retired the commander of 
the Zambian Air Force and moved the country’s army 
commander into the foreign service. have shaken the 
basket upside down so that we can move forward with a 
bit more zeal. I want us to effectively respond to the 
challenges which confront us today.'! 

He replaced Godfrey Miyanda, vicepresident, with 
Christen Temho. the present mines minister and Ben 
Mwfla, defence minister, with Chitalu Sampa, the home 
affairs minister. - Reuters, Lusaka 


Mugabe set for party triumph over land seizure plan 


By Tony Ha wkin s in Harare 

President Robert Mugabe Is expected to 
receive a hero's welcome in response to 
his land acquisition programme when 
the congress of the ruling Zanu-PF 
party opens today in the eastern border 
city of Mutare. 

Although Zimbabwe's financial mar- 
kets are prepared for continuing eco- 
nomic turbulence in the wake of Fri- 
day's announcement of plans to seize 
1503 mostly white-owned terms, con- 
gress delegates are certain to endorse 
Mr Mugabe’s move. 

Most of the formers threatened with 


land confiscation, which could get 
under way as early as next August, are 
reported to be preparing to appeal 
against the compulsory acquisition 
order and the stage is now set for 
protracted legal battles over both the 
principle of acquisition and the com- 
pensation government offers. 

Businessmen and investors will be 
expecting Mr Mugabe to give details of 
the timetable for acquiring the land, 
what kind of compensation it will pay 
and how this will be financed. 

But at a news conference on Monday 
by Kumbirai Kangai. agriculture minis- 
ter, there was little evidence of an 


agreed strategy covering the next stage 
of the resettlement programme. 

Farmers would be allowed to reap 
already planted crops, be said, but the 
first group of formers to be dispos- 
sessed would be farced to leave their 
land by next August He revealed a 
new criterion for land acquisition, say- 
ing that productive enterprises would 
be taken over where this was justified 
by the need to achieve a more equita- 
ble racial balance of land ownership. 

The minister could not say how the 
government would pay for the land at a 
time of mounting economic difficulties, 
including a backbench revolt by mem- 


bers of parliament which blocked gov- 
ernment plans to increase taxes on 
income and profits. 

At the weekend the Zimbabwe Con- 
gress of Trade Unions repeated its 
threat to call a national strike to pro- 
test against the planned increase in 
taxes. In the meantime, the finance 
ministry has ignored parliamentary' 
apposition to the planned 2J5 per cent 
rise in the sales tax rate to 17.5 per 
cent, and higher taxes on electricity 
and fuel, and gazetted the new taxes. 

The government win seek approval 
for both a 5 per cent surcharge on 
income and company taxes and higher 


sales and fuel taxes when parliament 
resumes next week. In the meantime, 
official efforts to barrow in the money 
market have bem frustrated by rising’ 
interest rates, with the call money rate 
at 32 per cent yesterday. 

The government needs to raise an 
estimated Z$2.5bn ($l72m) within the 
next fortnight to finance a gratuity 
payment of ZJ50.000 (33,440) each to 
some 50,000 war veterans. ~ 

Dealers say the central bank will 
either have to lend to the government 
on overdraft, reduce the 20 per cent 
statutory reserve held by banks to 
increase money market liquidity, or 


raise the rediscount rate for the second 
time in three weeks. 

Economists say higher interest rates 
will farther raise the budget deficit 
from a revised 8 per cent of GDP to 
between 9 and 10 per cent The Zim- 
babwe- dollar, which on a trade- 
weighted basis has fallen 21 per cent 
this year and 10 per cent in November, 
is likely to come under pressure. 

Economists are predicting very little 
GDP growth nett year (2 to 3 per cent 
at best) and a fan of as much as 10 per 
cent in GDP if the land takeover is 
implemented as quickly as government 
supporters appear to expect. 


LEGAL NOTICE 

BANQUE COMMERCIALS S.A. 
Cn liquidation concordataire 
Geneva, Switzerland 


In the matter of Banque Commerciale S.A., Geneva, in 
liquidation by composition as ordered by die Court of Justice 
on November 9, 1984, creditors who did not yet withdraw 
their dividends are requested to do so until January 14, 1998 in 
writing to the following address: 

Banque Commerciale S JV. en liquidation coocordataire 
P.O. Box 3201 
CH- 1211 Geneva 3 

or to the liquidator's address: 

ATAG Ernst & Young SA 

P.O. Box 3270 
CH - 1211 Geneva 3 

Failing such instructions to the bank until January 14, 1998. 
and provided the too years time limit elapsed according to 
provision 42 para. 2 of the Ordinance of April 11, 1935 
concerning the composition procedure for banks and savings 
frpnk*. such unpaid dividends shall be pooled with the estate 
and distributed according to provision 269 of the Law on debt 
collection and bankruptcy. 


Congo gunfire puts pressure on donors 

N othing could be bet- not to repeat the mistake of sents an opportunity to a public accustomed to Mr investment in the mining living standards am 

ter calculated to funding a repressive govern- make amends and pre-empt Mobutu’s crowd-polling cha- sector has yet to start, don't let people speak, 

concentrate the ment. But Friday’s clash, anarchy. Many agree. The risma and resentment at toe undermining ministerial danmrmm * 


Geneva. November 21. 1997 


Banque Commerciale S.A. 
En Liquidation concordaurre 
The Liquidator 
ATAG Error & Young SA 


N othing could be bet- 
ter calculated to 
concentrate the 
minds of those at a Congo 
donors’ conference today 
than the exchange of fire 
between army factions last 
week in the worst outbreak 
of violence since President 
Laurent Kabila’s takeover. 

“It's a reminder of how 
, fragile Kabila’s govern ment 
is." said a diplomat. “The 
international community 
has to decide whether it is 
going to help or stand back 
and face the consequences of 
possible collapse." 

Until last week, the issue 
threatening to undermine 
the “Friends of Congo” meet- 
ing in Brussels - at which 
Kinshasa hopes to reach an 
understanding with donors 
and start discussing resched- 
uling its $]4bn debt - was 
the government's obstruc- 
tion of a United Nations mis- 
sion investigating massacres 
of Rwandan refugees. 

In reports coinciding with 
the conference. Amnesty 
international denounced the 
“sustained policy of atroci- 
ties” it believes investigators 
will uncover, while Human 
Rights Watch urged donors 


not to repeat the mistake of 
funding a repressive govern- 
ment. But Friday’s clash, 
which followed the army 
chief of staff’s arrest on sus- 
picion of coup-plotting, high- 
lighted the fear that may 
persuade donors to skim 
over toe presumed crimes of 
the Alliance of Democratic 
Forces for the Liberation of 
Congo (AFDL). 

After six months, the gov- 
ernment's hold on power 
remains tentative. That has 
worrying Implications for a 
region with such fragile 
states as Angola, Congo- 
Brazzaville, Burundi, 
Rwanda and the Central 
African Republic. 

The World Bank, which 
has Invited 30 countries, the 
International Monetary 
Fund, the European Union 
and the UN to Brussels, 
makes its position clear. 
“The point is, do we want to 
see the potential instability 
of this sub-region spread?" 
asks an official. 

Haunting the bank is the 
west's part in funding the 
late President Mobutu Sese 
Seko long after his credibil- 
ity bad waned. For bank offi- 
cials, this meeting repre- 


sents an opportunity to 
make amends and pre-empt 
anarchy. Many agree. Tbe 
US, UK, South Africa and 
much of the EU favour mus- 
cular engagement Against 
them is France, which sees 
Mr Kabila as the latest bel- 
ligerent Anglophile leader 
snatching power illegiti- 
mately. The outcome win 
depend on bow convincing a 
case Kinshasa makes when 
it presents its three-year 
reconstruction plan. 

P olitically, it is on 
shaky ground. The 
four-party .alliance 
formed last year has shallow 
roots. A ban on political 
activity remains, opposition 
party members wbo defy it 
are arrested, and Mr Kabila’s 
plan for a return to 
multi-party democracy is 
behind schedule. 

Despite attempts to widen 
the cabinet to include the 
Union for Democracy and 
Social Progress (UDPS), the 
AFDL has foiled to co-opt 
mainstream opposition, 
winch sees the movement as 
a new form of dictatorship. 

Most striking is the failure 
to establish any rapport with 


a public accustomed to Mr 
Mobutu’s crowd-polling cha- 
risma and resentment at toe 
continuing presence of 
Rwandan, Angolan and 
other foreign officers who 
form the core of the AFDL 
militar y machine 

Weary of a democratic pro- 
cess -that Mr Mobutu, spun 
out for seven years, most 
Congolese are surprisingly 
willing to waive their rights 
as long as they see progress 
on the economic front. Here, 
the government's record is 
more encouraging. By halt- 
ing the wild jointing of 
money used to bridge budget 
deficits, the AFDL has 
caused an unprecedented 
appreciation in the currency, 
the zaire, and brought hyper- 
inflation under control. 

For ordinary Congolese 
such changes do not go 
unnoticed. But they have 
been accompanied by an 
alarming slowdown in eco- 
nomic activity, tbe result of 
the government’s drive to 
improve tax collection and 
its refusal to spend its way 
out of recession. 

Despite agreements signed 
with South African, Cana- 
dian and US companies. 


investment in the mining 
sector has yet to start, 
undermining ministerial 
hopes that private sector 
interest could alone fuel a 
recovery. 

The government's decision 
to renegotiate several memo- 
randums of understanding 
with these companies has 
not helped. Nor have con- 
flicting signals from a cabi- 
net tom between anti-west- 
ern rhetoric reminiscent of 
Patrice Lumumba, Congo's 
late socialist premier, and 
free market pragmatism. 

“One minister says one 
thing and another says the 
opposite. No one knows who 
has real infl uence, " says a 
banker. “While that situa- 
tion continues, businessmen 
will watch and wait." 

As the private sector hesi- 
tates. risks of implosion 
grow. Mr Mobutu left a 
600, 000-strong civil service, 
e mbitt ered by years of salary 
arrears, desperate to see liv- 
ing standards improve, “if 
you can give schools and 
hospitals to the people you 
can get away with a lack of 
popular support," says an 
executive. 

“But if you don’t improve 


living standards and you 
don't let people speak, it gets 
dangerous.” 

Mwana Nanga Mawa- 
panga, the finance minister, 
acknowledges the problem. 
"Right now, we need to get 
some economic activity 
going. . . But where is the 
money to come from?" 

Unless signs of recovery 
grow, opponents of the 
AFDL say a “second libera- 
tion" is possible. Diplomats 
warn that the government 
teetering on the edge of a 
cabinet reshuffle, stands at 
an ideological turning-point. 

Brussels may decide which 
path it takes. Organisers 
insist the meeting is not a 
pledging session, but a warm 
welcome and the launch of 
some high-profile reconstruc- 
tion projects would buy the 
government time until pri- 
vate investment dribbles in 
A cold shoulder would prob- 
ably mean the triumph of 
the AFDL's go-it-alone f ac - 
tion and the dangerous turn- 
fr« m on itself of central 
Africa's largest nation 
Editorial comment Page is 

Michela Wrong 
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Hong Kong terminal operators 
braced for business shake-up 

Latest shipping alliance could spark rethink on facilities. Louise Lucas reports 


Hong Kong: who handles what 

Twenty foot equivatorrt units per berth, 1996 (mjraon) 


T erminal operators in 
Hong Kong, the 
world's busiest port, 
are bracing themselves for a 
shake-up after the creation 
of a new shipping ^llianrB 
this week. 

Members of alliances usu- 
ally utilise the same con- 
tainer terminals to co-ordi- 
nate route schedules and 
frequencies. The recent wave 
of mergers and takeovers 
within the shipping industry 
has already prompted a 
switch in container terminal 
allegiances, with Modem 
Terminals (MTL) emerging 
the net winner. 

Along with the bigger 
Hongkong International Ter- 
minals, MTL dominates the 
container terminal industry 
in Hong Kong. hit. the porta 
arm of Hong Kong conglom- 
erate Hutchison Whampoa 
and the world's biggest pri- 
vately owned container £adl- 
ity. is estimated to have a 
throughput of around 4m 
TiSUs (20ft equivalent units) 
at Hong Kong's Kwai Ch ung 
port, or a 54 per cent market 
share. This is roughly double 
the throughput at MTL 
berths. 



But HIT is expected to be 
the biggest loser from the 
industry consolidation arid 
the new alliance which could 
cost it one of its biggest cus- 
tomers, OOCL. OOGL, part 
of the Orient Overseas Inter- 
national (OOZL) shipping 
company controlled by the 
family of Tung Chee-hwa, 
Hong Kang's leader, could be 
forced to switch Its alle- 
giance to MTL in line with 
the other members of the 
new grand alliance. 

The global alliance of 
which OOCL was a member 
(along with American Presi- 
dent Line. Mitsui OSK Line 
and Malaysia International 
Shipping Corporation) was a 
customer of HIT. Last year 
the alliance's estimated 
annual Hong Kong through- 
put was 3.3m TEUs, just 
under 29 per cent of HTTs 
throughput. 

The re-jigged grand alli- 
ance which OOCL joins, 
along with M3SC, uses the 
facilities of MTL in Hong 
Kong, where it is estimated 
to have accounted far 660,000 
TEUs last year or about a 
third of MTL’s total through- 
put. 


Following the realignment, 
MTL expects to win the 
OOCL business giving it an 
estim ated additional 600.000 
TEUs a year - boosting its 
own throughput by a quarter 
and reducing H3Ts by one- 
eighth. 

ING Barings reckons that 
while the ; 40 per cent of 
OOCL’s shipping capacity 
which is deployed on the 
direct trans-Pacific route 
win stay with HIT, as will 
the Far East/Central Amer- 
ica/East Coast of North 
America route, the balance 
conld shift to MTL. 

That means around half 
OOCL’s 715,000 TEUs mov- 
ing to MTL. where a further 
attraction would be the ter- 
minal operator's lower han- 
dling charges. 

However, even that is not 
an automatic assumption. 
Analysts argue that the net 
result of the redrawn alli- 
ances, compounding the 
mergers within the shipping 
industry, could spark a 
rethink on facilities and 
start a new round of bidding. 

Under this scenario. HIT 
might have an edge. "Given 
HTTs competitive advantage 


of having the flexibility to 
offer a packaged deal with 
its other ports and its having 
more berths than MTL. we 
believe that HIT should 
stand a better chance of win- 
ning more new business,” 
said Merrill Lynch. 

Either way, just as the 
shipping wTiianrog give their 
members more marketing 
clout, so the new order calls 
for big, flexible and multi- 
berthed container terminal 
operators. ' 

Small operators, unable to 
offer contiguous berths that 

can be used simultaneously 

and mega facilities, could 
see their days numbered. 

One shipping executive 
said the birth of new alli- 
ances also highlights what 
he refers to as illogical 
industrial policy by the 
Hong Kong government 
which - in a stated bid to 
widen competition - 
awarded the contract to 
develop and operate the lat- 
est terminal (CT9) to a con- 
sortium composed mainly of 
newcomers. 

That decision in 1992 came 
under fire from all quarters. 
China attacked the inclusion 


Of Jarthne Matheson, claim- 
ing it was a sweetheart deal 
in return for the UK-con- 
trolled conglomerate’s sup- 
port for democratic reforms 
introduced by Chris Patten, 
then governor of Hong Kong. 

Beijing refused to ratify 
the contract and develop- 
ment of the port was stalled 
as a solution was thrashed 
out. A compromise was 
reached in September last 
year, which saw Jardine 
reduce its role from a con- 
sortium leader as well as a 
reshuffling of facilities 
among operators. 

The controversial consor- 
tium, now named Asia Con- 
tainer Terminals and led by 
Sea-Land, will be closely 
watching the shifting alle- 
giances between shippers 
and terminal operators. 

In a world where port 
charges have been driven 
lower, and all terminals are 
vastly under-utilised (to the 
extent of # 30 per cent in 
MTL's case), the prospect of 
a new round of bidding is 
both tantalising and - given 
the big alliance's clout for 
driving bargains - some- 
what nerve-racking. 
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Philippines sell-off setback I Key talks on DVD Audio 


By Justin Marazzi in Manila 

Privatisation of the Subic Bay 
container terminal in the Philip* 
pines faced fresh uncertainty yes- 
terday after a previous bidder 
launched court action to stop the 
rebidding due on Friday. 

According to court documents, 
Hutchison Ports Philippines, the 
local subsidiary of Hong Kong's 
Hutchison Whampoa, asked the 
Supreme Court to intervene days 
before the results of the contro- 
versial tender wete due to be 
announced. 

Hutchison already has a case 
pending in the Olongapo city 
court near Subic demanding the 
government award it the contract 

Subic Bay authorities decided to 
award the contract - estimated to 
be worth $50m-$200m - to Hutchi- 
son last year but were later over- 
ruled by President Fidel Ramos. 


k Mr Ramos asserted the terms of 
reference in the tender documents 
had been disregarded, and ordered 
a rehid ding. 

Observers said Hutchison's lat- 
est move in taking its complaint 
to the highest court in the coun- 
try could have implications for 
the privatisation. 

"The judiciary's powers of 
review under the 1987 constitution 
are so broad and ill-d efined that 
anything can happen,” said Alex 
Magno, a Philippines professor of 
politics and a long-standing critic 
of the judiciary’s interventions in 
economic and commercial mat- 
ters. 

The worry now is that, which- 
ever of the two companies 
involved In the tender - Royal 
Port Services and International 
Container Te rminal Services - is 
announced as the winner on Fri- 
day, the Supreme Court may yet 




overturn that decision. 

A successful privatisation after 
prolonged difficulties would send 
a strong signal that the Philip- 
pines is able to hold efficient and 
transparent tenders. 

Prof Magno said it was possible 
the court might issue a temporary 
restraining order preventing any 
derision being announced cm Fri- 
day, following Hutchison’s peti- 
tion. The case might hinge on an 
abuse of authority by the presi- 
dent, he added. 

The Supreme Court has come 
under intense fire following its 
derision last month to scrap the 
law deregulating the oil industry. 

Earlier this year, the court was 
fiercely criticised for overturning 
the award of a contract to privat- 
ise the Manila Hotel and awarding 
it to a local company which bad 
bid less than the foreign 
rivaL 


By Alice Rawsthom in London 

Senior record executives will meet 
in New York next week to assess 
proposed technologies for DVD 
Audio, the advanced digital disc 
that the music industry hopes will 
become the next generation of 
audio format 

The development of DVD Audio 
coincides with a static global 
music market. This follows a 
decade of healthy growth when 
the compact disc emerged as the 
prime audio format and record 
sales were buoyed by consumers 
busring CD versions of old albums 
as well as new releases. 

Record companies are anxious 
to orchestrate a smooth, success- 
ful launch for DVD Audio, which 
will relay video imag es as well as 
creating highly sophisticated 
sound, in the hope that 
it will become a popular new 




format and revitalise the market. 

Initially, the music industry 
hoped to ensure that record com- 
panies and electronics manufac- 
turers would adopt a standard 
version of DVD Audio hardware 
and software, thereby avoiding a 
repetition of the damaging “for- 
mat war” between VHS and Beta- 
max that impeded the launch of 
the video cassette. 

The International Federation of 
the Phonographic Industry (IFPI), 
the London-based body which rep- 
resents record companies, farmed 
an International Steering Commit- 
tee (ISC) of senior executives to 
oversee development of DVD 
Audio technology. 

Two competing sets of technical 
specifications for DVD Audio have 
since emerged. One was devised 
by Sony and Philips, the Japanese 
and Dutch groups, which jointly 
developed the audio-CD. The rival 


format comes from DVD Forum, a 
consortium including Toshiba of 
Japan and Time Warner, the US 
media concern. 

The ISC announced last month 
it could not deride between the 
two rival formats, and suggested 
that all DVD Audio hardware 
should be capable of playing both 
versions of the disc. 

At the New York meeting on 
Friday next week, specialist elec- 
tronics manufacturers, such as 
Dolby and Digital Theatre 
Systems, will present various 
technologies that could be incor- 
porated in the final version of 
DVD Audio, The IFPI hopes to 
complete technical development 
by mid-1998, according to Paul 
Jessop, director of technology. If 
all goes according to plan, be said, 
DVD Audio hardware and soft- 
ware could go into commercial 
production from late 1998. 


China 

confirms 

tariff 

exemption 

By James Harding 
In Shanghai 

China yesterday confirmed 
that it would extend tariff 
exemptions on capital goods 
imports for some foreign- 
funded businesses, a mea- 
sure Intended to encourage 
flagging foreign investment. 

The State Council, China’s 
cabinet, has decided to allow 
duty-free imports on capital 
goods and equipment for 
foreign-funded projects 
approved before March 31 
last year, according to a 
statement issued by the min- 
istry of foreign trade. 

The exemptions will cover 
imports of equipment and 
materials considered part of 
an enterprise's Investment, 
according to the statement 
quoted by Xinhua, the offi- 
cial news agency. 

The Chinese government 
cancelled the system of tar- 
iff exemptions from April 
last year, prompting strong 
opposition from foreign 
businesses in China which 
has faced as much as 40 per 
cent increases In the cost of 
Importing machinery and 
equipment. 

The grace period for for- 
eign-fond ed projects valued 
at less than S30m was to 
lapse at the end of this year 
and projects worth more 
than S30m were to receive 
the special treatment until 
the end of 1998. 

Contracted foreign Invest- 
ment MI 38.8 per cent in the 
first nine months of 1997 to 
$34.92bn. while actual for- 
eign investment has grown, 
but at a dower pace than 
last year. 

In the same period from 
January to September, a 
total of 15,067 foreign 
Investment projects were 
approved, down 19.9 per 
cent compared with the 
year-ago period. 

Senior government offi- 
cials have said recently that 
the government would re- 
introduce the tax breaks for 
foreign companies import- 
ing capital goods into China, 
giving particular emphasis 
to high technology bust- 


In 1996, LG invested over US$9 billion to grow its business. 
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Sequoias stand as a testament to nature's power to create life and growth. 

But sometimes nature needs a little help. That's why LG Chemical researchers like Dr. Fkrh have created 
Eutropin7 a biosynthetic human growth hormone that's helping children with growth disorders overcome the 
disability that nature dealt them. 

Our many other technologically sophisticated products include one-time programmable microcontroller 
units, ISDN -compatible videoconferencing systems, and digital mobile telecommunication systems. 

These products enrich the lives of the people who use them. But none gives us as much pride and jov as 
Dx. Fhit’s miraculous worh. 

Now, what can we do for you? ||lg 
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Propose d Brussels deal offers further exemption from baa in return for phased decline in sponsorship 

Formula One is urged to curb tobacco links 


French 
minister 
warns on 


Vi Bngsets and 
John Kampfoer in London 


Formula One motor racing win be 
obliged to show that it is cutting 
tobacco sponsorship each year ta 
preserve any exemption from a 
European Union ban. 

A latest draft directive for e 
ban, circula t ing among member 
states in Brussels yesterday, co 
handed with confirmation by ths 
UK government that it had 
dropped its insistence cm a per- 


manent exemption for motor rac- 
ing. 

The draft says the European 
commission will have to submit to 
the European parliament a report 
on implementation of the direc- 
tive every two years - a danse 
the British believe could enable 
the exemption to be extended if 
required. But the draft has blank 
spaces for the timpogto leaving 
final details far ministers. 

Tessa Jowell, public health min- 
ister, told MPs the revised draft 


was a “good building block" for a 
deal to be struck at a meeting of 
the EU social affairs council 

tomorrow. 

Undo- the proposal drawn up by 
Luxembourg, which holds the 
rotating EU presidency, the direc- 
tive would take a specific number 
of months to come into force. All 
sports would be given a two-year 
derogation, fallowed, by a further 
exemption "in exceptional cases 
and for duly justified reasons” for 
“existing sponsorship of events or 


activities organised at a world 
lever. 

UK and EU officials have said 
the exemption amid be set around 
three years,' leaving an initial 
deferral tor Formula One of a min- 
imum of six years. 

According to the text, the 
exemption would be maintained 
provided that “the sums devoted 
to such sponsorship decrease dur- 
ing the transitional period" and 
“voluntary restraint measures are 
introduced in order to reduce the 


visibility of advertising at the of money poured into • it by 
events concerned." “ tobacco companies. ; . ' 

Ms Jowell’s third appearance. / Ms Jowell acbnowtedged- l^ncral 
before a Commons committee in . .flaws", in. the EU*s pursuit of a 
as many weeks was ban audits cautinued- 

by the prospect of an EU agree-' -^annual subsidy of around Ecus 
munt . “The latest tort is an indi- - 950,000 for tobacco growers in 
cation that the strong stance southern Europe. ’ 

taken by the UK govemmenf is ' ; She told the all-party European 
beginning to bear fruit," she Said. * -standing, committee, that Formula 
Asked why Formula One should -One received about £150m a year 
be considered' exceptional. Ms from tobacco, 50 per cent of its 
jowell said it was the "acale of its revenue. This compares with 70 
global operation” and the amount - per cent for snooker. • 


Share trading system 
faces fresh criticism 

George Graham reports on a recent lack of liquidity 


A fter another bout of 
unusual volatility 
last week, the Lon- 
don Stock Exchange's new 
electronic share trading sys- 
tem is again being criticised. 

Two traders at JJ». Mor- 
gan, the US investment 
bank, were suspended on 
Monday during an investiga- 
tion into charges that they 
attem pted to manipninto the 
FTSE iQo index in the dos- 
ing minutes of London trad- 
ing on Friday. But some 
fund managers blame the 
whole Sets electronic order 
book, launched six weeks 
ago, tor recent volatility. 

“At the moment, investors 
appear to be guinea pigs in a 
long drawn out experiment; 
the time for experiment is 
over," complained David 
Grenier, chief executive of 
Independent Investment 


Management The new sys- 
tem is suffering from a lack 
of liquidity, especially at the 
beginning and end of the 
day. 

The order bode is handling 
an average of 36 per cent of 
trades. But few institutional 
orders are being entered 
before trading begins at 
0Sh30 London time, and for 
the following hour ex' so the 
spread between the best buy- 
ing and selling prices on 
offer Is very wide. 

From about 09h30 
onwards, spreads are failing 
sharply as more orders come 
into the system, and are now 
averaging around 50 basis 
points - less than under the 
old system, in which market- 
makers displayed prices at 
which they were w illing to 
buy and sell. The exchange 
has been favourably sur- 


prised by the depth of orders 
on the new system. The total 
volume of orders in each 
stock averages more than 
five times Normal Market 
Size - a measure of a normal 
institutional bargain pub- 
lished by the stock exchange 
far each share and roughly 
equivalent to JL5 per cent of 
daily trading volume. 

At the “touch" - the best 
buying and selling prices on 
display - the average depth 
is just under one NMS. 
which dealers regard as sat- 
isfactory. 

But after I6b00, and espe- 
cially after 16hl0 when the 
traded options market 
closes, many investors are 
deleting their orders from 
the system. That can leave 
the order book with much 
less depth and with much 
wider spreads between buy- 



ing and selling prices. be reduced - if trading 

The question is whether lasted from OdhOO to lfihOO 
the lack of liquidity repre- instead of 08h30 to 16h30, 
sents some fundamental flaw London would still be open 
in the system, or whether it for longer than! New York, 
is just a transitional problem Many also believe the 
because traders and tnves- functioning of the order 
tors are not yet used to the book would be unproved if 
system. “The complainers the exchange set up a cen- 
are the people who wish tr&l counterparty. This 
they had been in there buy- would allow brokers to trade 
mg cheap or selling expen- anonymously - currently 
sive," said one senior Lon- identities are revealed to the 
dan equity trader. person who fills their order- 

Several traders suggest - and would reduce settle- 
that the market hours could imwt. costs. But going h ack 


to the old marketmaking we are talking about real 
system is not an option, liquidity.” 

Most marketmakers are Heads of dealing desks are 
thrilled to be relieved of the now tolling their traders to 
obligation to offer buying keep competitive orders on 
and selling prices to all com- the system at the end of the 
era. Including competitors. day to take advantage of 
Alan Line, chief dealer, at occasional wide spreads. As 
Foreign & Colonial, the fond moire do so. those spreads 
manager, said the arrival of are likely to narrow; making 
the order book had shown it bander tor a handful of 
how much of the liquidity in trades .to move the market 
the old system came from sharply up or down as hap- 
the marketmakers. “The pened on Friday. 

liquidity in the market 
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Central bank opens books on forex and gold reserves 


By Robert Chote, 

Economics Editor 

The Treasury and the Bank of 
England, the UK central H ank , 
yesterday opened the books on 
the Britain's reserves of gold and 
foreign exchange, revealing that 
the government has more in its 
war chest than earlier figures 
suggested. 


The plan to publish these fig- 
ures was announced by Gordon 
Brown, the chancellor of the 
exchequer, at September's Inter- 
national Monetary Fund annual 
meeting in Hong Kong. 

The first quarterly report on the 
reserves confirmed yesterday that 
the UK government had gold and 
foreign exchange worth $4l.015bn 
In its “exchange equalisation 


account" at the end of September. 
But yesterday's report revealed 
that, in addition, it had $L240bn 
in forward holdings - currency 
which other holders have an obli- 
gation to sell to the government 
In the future. 

This mAant that the total assets 
in the exchange equalisation 
account totalled |42.255bn, up 
from S4L838bn at the end of June. 


The report also detailed the com- 
position of these assets for the 
first time. They included $20.5bn 
in European Union currencies, 
$lL4bn in US dollars, $L5bn in 
Japanese yen and $222m in other 
currencies. 

In addition to holdings of for- 
eign exchange, the account also 
Included 96bn of gold. &3bn in 
effect on deposit with the IMF and 


$399m in “special drawing rights", 
the IMF's currency. 

The report also included details 
of the Bank of England’s holdings 
of gold and foreign exchange. 
These are deposits placed with the 
Bank by overseas central banks 
and other customers In the course 
of their normal banking relation- 
ship with the Bank. 

The Bank's assets include 


S658m in US dollars, SI37m in EU 
n r rn p n rtftg amri frlm in other for- 
eign exchange. The Bank also 
holds $l-2bn in gold, which it 
lends on behalf of the owners. 

But this figure understates the 
ammmt of gold which the Bahk 

holds in its vaults. Gold far which 
the Bank acts simply as a custo- 
dian does not. enter the Bank's 
balance sheet. 


‘euro club’ 

By David WJghton, 

Political. correspondent 

Britain yesterday received a 
blunt wanting that other EU 
countries would ignore its 
objections to the Pran co- 
German “euro dub” for 
countries entering the single 
currency in. 1999. 

Dominique Stranss-Kahn, 
the French finance minister, 
said the core countries were 
no longer looking for a com- 
promise- “We tried to 
explain to them that we 
were ready to inform them 
and include them but they 
didn't like that, so we just 
won’t inform them and 
that’s It” 

The unusually frank com- 
ments, made during a break 
in a Franco-Spanish summit, 
followed Monday night’s 
meeting in Brussels, in 
which the UK was rebuffed 
in . Its campaign to join the 
euro-dob. 

The .UK government yes- 
terday warned that Britain's 
European partners “would 
have to take the issue seri- 
ously” and stressed no deci- 
sion had been taken at Mon- 
day’s meeting. “If there had 
been a decision yesterday 
that would have been a 
problem," the prime minis- 
ter’s official spokesman 
said. 

Bat the government 
appeared to be downplaying 
its can for UK membership 
of the so-called eoro-x com- 
mittee in favour of stressing 
the primacy of the council of 
all EU finance ministers. 

“Eoofin has got to remain 
the main decision-making 
body on economic and finan- 
cial issues. The Treaty [of 
Rome] clearly states that 
these are matters of com- 
mon interest," said the offi- 
cial spokesman. 

The leader of the Euro- 
pean Parliament’s socialist 
group - Pauline Green, of 
the UK Labour party - yes- 
terday backed the govern- 
ment's call for all economic 
decisions surrounding the 
single currency to be han- 
dled by Ecofim 


Observer, Page 15 



Cathay Pacific 


j»M Swire Group 


w Touchdown at www.t3ihaypatifc.coni 

Oltfr nhn.1 in arabUm aeJ IkjI O'nir.m, jpt 1 ' Him air a numhn nl h.mJ uupmn available. Olfcr prijf will TJtv *,unJinp m itr had onpirt yiu itk«KC. 














ah?y\ it* \\£jz 


I 






Mi 


<■■&£ A 

•* Tl, 


. Ar:- 






*».- V •» >’i ■- 

«v.Vf 




•X A.V^-i 




V 






i’T 


m 


"mm 




'H* 


yrt',- 


M 




Sk 






xr *'"% 




vH. 

% 


'** rf£ 


I t.:, 




!fDSI 




!•££ ,s;. - . 

?v ' 


*2 i'. ’; 


jklV-' 


r'f- 




Hi 


\v - 


•H - «£ * 

•« 




K: 


ft? 


i&f* 


-T t5; 




•>L> 




VS 

X 






V::>>, 


•0^,; 

.;xc >■ 


■j ' •. . •*. 




->*■'!- 


3;K 






x- 




•>3* 


^fc.; 




*v 


*5$ 


i&J 








■ .. *-.' a rfc" % : 2«-.'- •;■■ 




-:.:• r.vi* 


ivVvr 

'• C‘ ■^;\;y;§V35.*' 


There’s one hotel group without frontiers. We’ve forged new, 
dynamic partnerships to provide the international traveller with a 
superb standard of sendee in some of the world’s great and historic 
Eastern European cities. 

Not surprisingly, ITT Sheraton is the fastest growing hotel 
group in Europe. In the past three years, we’ve doubled in size to 75 


hotels. But they're no ordinary hotels. Each is unique, each is special. 

In fret we have the largest number of luxury hotels in Europe, 
so wherever you travel and whatever your needs, we’re sure that 
you'll always feel right at home. 

State-of-the-art. ITT Sheraton always strives for the best. 

So it will come as no surprise to know that we’ve chosen as a partner. 


the best telecommunications company in the world, AT&T. 

Many of our rooms throughout Europe will soon be equipped 
with an Instant Access button that puts you through to the United 
States, quickly and clearly via the AT&T Direct Sendee (SM) network. 

So wherever you are, you can get in touch with AT&T 
at the touch of a button. ^8 W 

Altf 




*• 


ITT Sheraton 

Next time you're travelling in Eastern Europe or the Mediterranean, look jus up. 

Sheraton Nevskij Pa Lice Si. Pcrerdiurg - Sheraton Mace TWIni Georgia - Sheraton Palace Hold Moscow - Sheraton Warsaw Hotel - Sheraton Zagreb Hotel - Sheraton Ankara Hotel - Sheraton Antalya Hotel - Sheraton Tel Aviv Hotel 
Sheraton Jerusalem Plaza Hotel - Four Points Paradise lemsalem Hotel - Four Points Paradise Red Sea Hotel - Foar Points Piradae Eilat Hotel • Four Points Tiberias Hotel 

For more inf ormation, call our Global Free Phone Sendee on 00800 325 353535 or your travel professional. The Luxury Collection. Sheraton Hotels and Resorts. Four Points Hotels. 















Report says only 49% of continent’s top managers recognise implications of 2000 problem 1 UK news di gest 


Europe is given systems ‘bomb’ warning! 


By Paul Taylor in London 

Only 56 pa- cent of UK companies 
w fUDy aware of the implications 
™ the "mfflennium bomb" and the 
tore is even lower in mainland 
Jsnrope, a report prepared by the 
pa Consulting Group said yester- 
day. It was based on responses 
from 1,000 organisations in 15 
countries. 

Th® survey said senior managers 
in the US Showed highest aware- 
ness of the problem - which arises 
from the inability of older com- 
puter systems to cope with the date 
chaiige at the turn of the century - 
with 71 per cent perceived to be 


aware. Levels were 54 per cent in 
Asia and 49 per cent in mainland 
Europe. 

“This lack of awareness on the 
continent may be due to a greater 
emphasis being placed on the pres- 
sures' to achieve economic and 
monetary union,'' .the report said. 

Gary Miles, a member of PA’s 
management group, said: “Organi- 
sations must recognise the magni- 
tude of this problem. 

“To solve it requires extensive 
project management experience, 
and finan c ial and human resource. 
Our experiences indicate that 
organisations who are tackling the 
problem are constantly finding 


that it Is far mare complex than 
originally thought 

“PA urges all organisations to 
act now." 

The report warned that severe 
disruption to business was likely, 
despite a high awareness of the 
issue among .-information technol- 
ogy professionals. 

"Incorrect data processing could 
be catastrophic for businesses 
unable to process orders, despatch 
invoices, calculate payments, pro- 
cess transactions and so on," it 

added 

Given that 68 per cent of organi- 
sations expect to be affected before 
2000 - and more than half expect to 


feel the impact in 1998 - PA says it 
is of particular concern that so 
many or ganigafiocs have to 
take any formal action. 

Barbara Roche, an industry min-, 
ister, said the report, "adds to the 
growing body of evidence that a 
clear threat' exists to both com- 
puter systems and business conti- 
nuity resulting from the millen- 
nium date change". 

The survey's other findings 
include: 

• Only 56 per cent of organisa- 
tions have a formal year 2000 pro- 
gramme in place; 

• Forty-four per cent of the 
planned resources needed to fix- 


year' 2000 problems are expected to 
be obtained externally;. - 

• Organisations are planning' to 
spend an average $L9im to resolve 
their mill wm him problems; ‘ 

• Smaller organisations are 
haWnrt In BTwItwbmfag thfi tikftty 
imphcations of ,the pn*lmr - . 

• Fortyfbnr per emit of organisa- 
tions have not included so-called 
embedded systems electronic 
chips Which control equipment 
such, as lifts - in audits; . 

• Almost a third are unable to 
estimate the cost of their mUlen- 
niom programme. The cost to 
organisations which :did provide 
estimates was 84.71m. 



PC suppliers bugged 
by sluggish revenues 

Industry must lift volumes by 20% just to stand still’ 

A buoyant personal strongest brands have with- 2000. Vlglen, OT Group and 
computer market is stood the volatile market Blonex now account foi 
expected in the UK conditions the best. “Indi* almost 70 per cent of the 


A buoyant personal 
computer market is 
expected in the UK 
Christmas - but the 
rush of orders is unlikely to 
bring much festive cheer to 
the PC industry. 

Despite rising sales, helped 
by the growing popularity of 
the Internet and computer 
games, falling prices have 
meant revenues for many PC 
companies are at best 
increasing only slowly. In 
the past year alone. PC 
prices have declined 20 per 
cent 

"It means the industry has 
to increase volumes by a 
fifth just to stand still," says 
Bordan Tkachuk, managing 
director of Viglen, the UK's 
third biggest direct PC sup- 
plier, which issued a profits 
warning last Friday. 

Viglen’s results, 
announced last month, 
showed flat annual profits 
and a 5 per cent dip in turn- 
over. 

Last week, RM. which sup- 
plies IT systems to the edu- 
cation market, said its 
annual PC revenues 
increased just 4 per cent 
Falling prices are being 
fed by three factors: lower 
component costs, low entry 
costs for suppliers and the 
increasing sophistication of 
the computer buyer. 

PC producers with the 


strongest brands have with- 
stood the volatile market 
conditions the best. "Indi- 
rect" producers such as 
Compaq, IBM and Toshiba 
dominate that part of the PC 
market which supplies 
resellers - large wholesalers 
to industry and markets, 
such as education - and 
retailers. 

They also tend to have 
greater ownership over the 
technology used in their 
machines - and thus more 
scope for margin improve- 
ment. indirect accounts for 
two-thirds of the 2£m PCs 
sold in the UK last year. 

The remainder is made up 
of direct suppliers - compa- 
nies which largely assemble 
their machines from compo- 
nents imported from abroad 
before being branded 

T he ease of access to 
PC components, par- 
ticularly from south- 
east Asia, has led to a prolif- 
eration of direct suppliers. 
The downward pressure on 
prices has led to a shake-out 
in the sector, with the num- 
ber of suppliers failing 40 per 
cent in the past two years, 
according to Romtec. the 
industry research group. 

The decline in smaller sup- 
pliers has bolstered the posi- 
tion of the "big five” in the 
direct market Dell. Gateway 


2000. Vlglen, OT Group and 
Blonex now account for 
almost 70 per cent of the 
direct market against 50 per 
cent three years ago. 

"Consolidation will con- 
tinue as prices continue 
under pressure," predicts Mr 
Tkachuk. 

It is not just the surfeit of 
suppliers which is affecting 
PC prices. Component costs 
are also declining. Intel, 
which supplies microchips to 
around three-quarters of the 
world’s PCs, has been fight- 
ing an aggressive battle for 
market share. This has led 
to a decline in chip prices in 
the past two years. 

Other components have 
also been coming down in 
price. The result has been 
higher specifications on 
models for the same retail 
price. 

' A further development has 
been the growing sophistica- 
tion of the computer buyer. 
This year, for the first time, 
second-time buyers of PCs - 
who tend to be looking for 
higher specification at a 
lower price - are in the 
majority. These are typically 
direct buyers, adding to the 
belief among industry ana- 
lysts that the direct sector 
will remain the fastest-grow- 
ing. 

The difficult market condi- 
tions have prompted toe first 
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moves by suppliers in both 
toe direct and indirect mar- 
kets to search for better mar- 
gins and higher sales. 
Viglen, for example, has 
launched its first indirect 
model, co-branded with 
Microsoft. 

"We need to appeal to the 
first-time buyers so that 
when they move on to their 
second PC, we win be their 
choice," says Mr Tkachuk. 

At toe same time, some of 
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the indirect suppliers have 
begun to eye the direct mar- 
ket In particular, toe grow- 
ing use of toe internet to sell 
PCs is attracting much . 
attention. 

However, few are likely to 
commit resources to a mar- 
ket which requires the set- 
ting up of comprehensive 
support and distribution ser- 
vices. In addition, indirect 
producers would risk upset- 
ting their agreements with 


their wrtgtfwp channels of 
support and supply. ’■ ' 
Compaq, for example, has 
opened a call centre in Glas- 
gow, but uses its existing 
resellers to fulfil toe orders. 
"We recognise the . market 
for people ordering direct, 
but believe the main .market 

is corporate,” says -Joe 
McNally, head of Compaq 
UK. - 


Unity and toe Arab League send their own observers to 

Scotlandr’Hiey have ignored the invitation. 

foflnrw»i Gadaffl has suggested that the 

accused terrorists be tried at a neutral pjacebut not to 
the UK or the US. MtchaelLAttlejofais, New York 

■ BEHF.BLOCKADE 

Action may lead to trade war 

r — : — — Port blockades by farmers 

|-ftVlN£TD E?rT \ — ' Ireland spread yesterday 
C3UR. CWN BEEP ) and threatened to trigger a 

v. - — . — S trade war. The Irish Road 

1 • VI Haulage Association 

warned of a possible boy- 
cott erf British goods and 
said it would be demanding 
compensation for hauliers. 
Six trucks carrying refrig- 
• erated goods were refused 
entry to the port of Fish- 
guard in south-west Wales. 
Farmers ignored pleas for 
ftaim from union leaders. 
They threatened to con- 
tinue action against falling 
. incomes and cheap beef 

■ : imp orts and even extend 

blockades to supermarkets. The Irish RHA said members 
were angry that blockades were costing time and ruined 
deliveries, especially as most trucks to the UK were 
bound for mainland Europe. Jimmy Quinn, an official of 
toe Irish RHA, said toe threatened boycott would be a 
“worst case scenario". Juliette Jowit, Cardiff 

■ PENSIONS MjSjjELLjNG 

Albany Life fined $626,000 

Albany Lite was fined £375,000 ($626,250) and ordered to 
pay £32,000 in costs yesterday for failing to meet a target 
for dealing up its pensions mi&eelling cases. It is toe 
third biggest fine imposed by the Personal Investment 
Authority, the watchdog for toe private investor, to con- 
nection with the scandal. Albany Life, which has recently 
been acquired by Canada Lite from Metropolitan Life of 
the US for about £175m, failed to meet a target of clearing 
up 90 per cent of its most urgent cases by the end of Sep- 
tember. Malcolm Kerr, Albany Life marketing director, 
said the company was not contesting the decision even 
though it believed Its failure was "largely due to factors 
outside our control". Christopher Broum-Bumes, London 

■ ART CONTROVERSY 




Christopher Price [ Video artist takes Turner Prize 


Some accounts to be scrapped in savings reform 


By Jean Eaglesham and 
David Wighton 

Proposals for the new 
individual savings account, 
the successor to personal 
equity plans and tax-exempt 
special savings accounts 
were announced yesterday. 
Industry commentators pre- 
dicted that they would fail to 
meet the government’s key 
objective or encouraging sub- 
stantially more people on 
low incomes to save. 

The proposals will hurt 
the middle classes. An esti- 
mated 750,000 savers will 
lose tax relief on part of 
their savings, because they 
already hold more in exist- 


Thousands to lose tax relief 

The 6.5m people who hold personal equity plans (Peps) and 
tax-exempt savings accounts (Tessas) face a period of 
upheaval when the successor account is introduced in April 
1999, Jean Eaglesham writes. As many as 975,000 of them 
will not only lose tax relief on some of toetr savings bat in 
effect be barred from tax breaks on new savings. Hie new 
account will also hit thousands relying on Peps to repay 
mortgages. Between 10 and 15 per cent of Pep and Tessa 
savers have more than £50.000 held in toe accounts. Many 
argue that the £50,000 ceiling Is retrospective taxation. 


tog Peps and Tessas than the 
£50.000 (883,500) celling on 
money that can be put into 
the ISA. 

The government appears 
unrepentant, "it is right in 


principle and fair [to limit 
toe total amount to ISAsi" 
said Geoffrey Robinson, pay- 
master general, who has 
masterminded the proposals. 
Savers with Peps and Tessas 


were “for the moat part, well 
off people who have done 
extremely well out of the 
accounts". 

The savings industry and 
the opposition Conservative 
party reacted angrily to 
what they saw as a retro- 
spective tax bill on tax-free 
savings. 

“This represents yet 
another Labour attack on 
savings on top of Gordon 
Brown’s [the chancellor of 
the exchequer] pensions tax. 
It will, hit prudent middle 
Britain and mean that those 
who have saved most will 
now pay more tax.” said 
Peter Lilley. the Conserva- 
tive shadow chancellor. 


Robert Balfour, chairman 
of toe Pep Managers’ Associ- 
ation, said the proposals 
would "damage the public's 
perception of savings - it is 
bad news for people who 
have made an honest 
attempt to look after them- 
selves". 

But many Pep providers 
were privately relieved. 
Savings to the ISA will be 
tax-free, an top of a 10 per 
cent tax credit for dividends 
from UK shares during toe 
first five years. The govern- 
ment had originally planned 
to limit relief to the basic 
rate of income tax, which 
would have cost top rate 
payers another ElOOm- But it 


is understood that Mr Robin- 
son reversed toe-proposal in 
the -last few days, tearing ft 
would be politically too 
unpopular. 

Some senior Labour MPs 
were surprised that the gov- 
ernment had been so gener- 
ous to Mg savers. "It looks 
as if ministers have bent 
over backwards not to upset 
middlg En gl a n d; £50.000 is a 
lot of money," said one MP, 

Andrew Bflnot, director of 
the Institute for Fiscal 
Studies, the independent 
research body, agreed that it 
was “very unlikely that very 
large numbers of people who 
do not save will now start to 
save”. 


The 1997 Turner Prize, the most controversial in British 
art. has been won by G illian Wearing, a 34 year old artist 
who works mainly in video. She received toe £20,000 
(833,400) award at the Tate Gallery in London last night 
The prize, sponsored by the Channel 4 television channel, 
is given annually to the British artist under 50 who is said 
to have presented the most interesting show. All toe four 
shortlisted candidates were women; all practice concep- 
tual art At the Tate she has shown 60 Minutes Silence , to 
which 28 police officers face toe camera for an hour as if 
posing for a photograph. Antony Thomcraft, London 

■ CHARITIES 

Donations hit ‘virtual stagnation’ 

Voluntary donations to charity are in a state of “virt ual 
stagnation", results from the latest Barclays/NGO 
Finance Charity 100 index show today. (Since, the first 
quarter of 1996. overall voluntary income of the group of 
large organisations covered by the index has risen by a 
negligible 0.2 per cent. While it is impossible to prove a 
cause and effect relationship, the findin gs will increase 
concern that the National Lottery is reducing the level of 
direct public support for chanties. Alan Pike, London 
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More room for silly smiles. 

We'll make sure you always have the digital means to 
capture and save those precious memories. 
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Three positive things 
your company 
can do to mark 

World AIDS Day 


# 



/ Make accurate information 
available to your workers 

“Business has to respond to AIDS for its own good. Most of the people affected by HTV here 
in the UK and around the world are of working age. Glaxo Wellcome’s HIV awareness pro- 
gramme has been piloted in all our units in English speaking countries and is now being 
rolled out to virtually every member of our 55,000 strong workforce around the world. 

“Other companies that recognise that the best way to fight the effects of this epidemic is 
from a position of awareness and preparedness can now use our materials: they are avail- 
able from the National AIDS Trust Employer's Initiative .” 

Sir Richard Sykes 
Chairman, Glaxo Wellcome 


2 Challenge discrimination against 
people with HIV/AIDS 

“W H Smith’s support for the National AIDS Trust Employer's Initiative reflects the way 
we have approached discrimination of all kinds. We recognise that although they can be 
equally damaging to our business and the people in it, different areas of discrimination 
must be looked at and addressed in ways that are specific and effective. 

“HIV and AIDS can and do make new and different demands of our people and it is our 
duty to prepare them to meet those demands. The information and advice that is available 
from NAT can help other employers to plan what they should do about HIV.” 

Richard Handover 
Chief Executive, WH Smith 




Go public with your support 

“By making your policy commitment against discrimination known you not only encourage 
other employers to follow your lead, you offer hope to the thousands of people living with 
HIV and AIDS in the UK Most of them are still at work and will want and need to work 
for many, many years. 


By endorsing our Statement of Employment Principles for HIV/AIDS you embrace the very 
best in employment practice and send a clear message to everyone." 

Derek Bodell 

Director, National AIDS Trust 


On World AIDS Day, 1st December, the United Nations Joint Programme on AIDS (UNAIDS) estimates that over 30 million 
adults and children are living with HIV infection - one in every 100 sexually active adults worldwide. 


I 1 

I The NAT Employers 9 Initiative I 

| Please send me more information on the NAT Employers' Initiative. | 

■ Name Job Title ■ 


Address 


Postcode 


Telephone 

The NAT Employers' Initiative is funded by the AIDS Crisis TYust. Levi Strauss. Glaxo Wellcome and WH Smith. 

National AIDS Trust, New City Cloisters, 188-196 Old Street, London EC IV 9FR 
Tel 0171 814 6728 Fax 0171 216 0111 www.nat.org.uk/nat/ Email: info@nat.org.uk 
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An oasis in the cultural desert 

William Weaver finds a feast of delights at the New Jersey Performing Arts Center in Newark 


N ew Jersey may be 
known as the “garden 
state" and It can 
rightly boast natural 
beauties and cultural riches but 
for a Manhattanite a trip to New- 
ark represents an adventure per- 
haps even a challenge. 

People from New Jersey - con- 
temptuously referred to by New 
Yorkers as the -bridge and tun- 
nel” crowd - pour into the 
metropolis nightly, to patronise 
the fashionable restaurants, fill 
the theatres and. weather permit- 
ting, simply to gawk. 

But for the most part the traf- 
fic is one-way. Older citizens in 
the metropolis still recall with 
horror the devastating Newark 
riots of 1967, which contributed 
to that city’s acres of urban 
blight, drove the resident middle- 
class to farther suburbs and exac- 
erbated poverty and crime. 

A decade ago. New Jersey’s 
governor Thomas Kean proposed 
the construction of an immense 
performing arts centre in the 
very heart of Newark’s desola- 


tion. More than Si 80m later, the 
New Jersey Performing Arts Cen- 
ter is a reality, proudly standing, 
like a monumental cathedra] 
complex, in the midst of a much 
repaved and improved downtown 
Newark. 

Some time will have to pass 
before the lasting success of this 
brave venture can finally be 
assayed; but already, even on the 
basis of a few visits, the NJPAC 
can unquestionably be pro- 
claimed an invaluable cultural 
asset, important not only for New 
Jersey but for the whole world of 
the performing arts. 

After its gala inauguration in 
mid-October, the Centre has 
drawn capacity crowds to a head- 
spinning series of events, filling 
the two performing spaces not 
just with ticket-holders, but with 
brilliant performers and cheering 
fans. In the smaller 514-seat Vic- 
toria Hall, visiting artists have 
included the Canadian puppet 
troupe Tb&tre sans Fils in The 
Dream Catchers, based on studies 
of children's dreams, followed by 


-jazz artists Sergio Salvatore and 
James Gibbs, and the Crossroads 
; revival of August Wilson's play 
' Jitney. The Crossroads company 
! will be one of NJPACs several 
important affiliates, along with 
the Alvin Alley troupe, the Lin- 
coln Center Jazz Orchestra, 
American Ballet. Theatjjre and 
New York Shakespeare FestivaL 

The larger 2,750-seat Prudential 
Hall serves as home base for the 
New Jersey Symphony Orches- 
tra, currently directed by Zdenek 
Maeal, and it will also house 
guest performances - not only of 
symphony orchestras, but also of 
stars like Roberta Flack, Tito 
Puente and Celia Cruz. Closer to 
Christinas there will be a Mes- 
siah, a Christinas Pops concert, a 
Kwanzaa festival and the Harlem 
Nutcracker. 

Unable to cover everytbir^, I 
decided to eschew an all-star 
Beethoven Ninth (inevitably 
accompanied by the appropriate 
speeches and auguries) in favour 
of a later, less guttering NJSO 
concert and another by one of the 


centre's first foreign guests, the 
Gulbenkxan Orchestra of T-ishnw. 
making its US debut Not entirely 
speech-free, the two events 
afforded an excellent occasion to 
examine and appreciate the new 
complex. 

Prudential Hall is a festive, 
welcoming house, of a warm 
Pompeiian red, gently raked to 
provide excellent sight-lines. A 
New York Times critic was not 
entirely convinced by the acous- 
tics, but 1 found them warm, 
enfolding and limpid. 

For the NJSO programme. 
Maeal conducted a fiery, shim- 
mering, voluptuous Symphonie 
fantastiquc. preceded first by the 
world premiere of a commis- 
sioned two-movement piece by 
Richard Danielpour, Celestial 
Night - pleasant dreamy, with 
well-placed o pp or tun ities for the 
various voices of the orchestra. 

The central part of the evening 
was a somewhat tame, thin 
reading of the Tchaikovsky Violin 
Concerto by Shlomo Mintz, in a 
programme that less than 


committed, though by no means 
unenjoyable. 

There was also a solo violinist 
for the Gulbenldan's debut: the 
American resident Elmar Oliv- 
eira, whose Brahms concerto was 
enjoyable but not thrilling. But 
the orchestra - trained to razor- 
sharp precision by its Shanghai- 
born permanent conductor Muhai 
Tang - shone radiantly in a light, 
magical Classical Symphony by 
Prokofiev and an ebullient but 
deeply-felt Doattik Eight. 

Many inhabitants of the New- 
ark area came originally from 
Portugal, and the Gulbenkian's 
appearance was part of a larger 
“salute to Portugal". Among the 
officials in the audience was an 
honoured guest the great fado 
singer Amalia Rodriguez: it was 
strange and moving to see her in 
Newark, having last seen her. 
half a century ago. in a Parisian 
cave during my student days, 
when she was murmuring her 
exotic repertoire to a little under- 
ground room filled with smoke, 
admiration and political exiles. 



Elmar Oliveira: ‘salute to Portugal' 



Rente Fleming: glorious singing as the Marschailbi in an expensive-looking production of *Der Rosenkavalier’ at the Opera Bastille 

Gallic pride at any cost 

Paris is now the most vibrant city for opera in Europe, writes Richard Fairman 


Theatre /Alastair Macaulay 

Nice, good and 
unexceptional 


P aris is about 10 
years ahead of Lon- 
don in the operatic 
cycle. The state-of- 
the-art new opera-house 
been completed, the argu- 
ments about which of the 
opera and ballet companies 
is to perform where have 
been thrashed out. and the 
city is now getting on with 
presenting an amazingly full 
programme of opera in its 
various theatres. 

Those who have the job of 
piloting London’s opera- 
houses through the same 
period should note that it 
was never plain sailing. The 
Op6ra Bastille fed the news- 
papers with front page sto- 
ries for years: the costly 
stage machinery did not 
work, the music director was 
sacked in an embarrassing 
public showdown and the 
unions went on strike again 
and again. Some of these 
storms will no doubt blow 
across the Channel. The 
Royal Opera would do well 
to batten down the hatches 
now. 

How did Paris survive to 
make itself the most vibrant 
city for opera in Europe? 
The answer is simple: 
money. Whatever squabbles 
may have gone on. there has 
never been any waiver in the 
French willingness to pay 
for artistic supremacy. Gallic 
pride has ensured a splendid 
operatic programme spread 
across four magnificent thea- 
tres at a budget that would 
make Anglo-Saxon eyes 
water. 

At the Opera Bastille there 
is currently an expensive- 
looking, new Der Rosenkava- 
lier. Although this was a co- 
production with the Salz- 
burg Festival, any staging of 
the opera taxes a company’s 
resources. Paris may not 
have the Vienna Philhar- 
monic, but the Bastille play- 
ers are well equal to 
Strauss's challenging orches- 
tral writing. 

The sound in this huge 
theatre becomes silky 
smooth and rather recessed, 
which seconded Edo de 
Waart’s good-sense conduct- 
ing. He kept an ideal balance 
between pit and stage, con- 
sidering that the Bastille's 
widely-rumoured amplifica- 
tion system seemed to be 
switched off - a highly com- 
mendable decision in the cir- 
cumstances. 

The dominance of Ameri- 
can singers at the Bastille 


here reached its peak. Susan 
Graham. the fast 
up-and-coming mezzo, 
showed why she has become 
hot property as a passionate, 
decisive Octavian. Barbara 
Bonney, once a gleaming 
Sophie, sounded rather less 
than that on her top notes, 
though she still radiates a 
beautiful aura. Rente Flem- 
ing, positioned to be the 
Strauss soprano of her gen- 
eration. sang gloriously, but 
tended to externalise the 
Marschallin's emotions. Per- 
haps that is the only way in 
this theatre. 

With Franz Hawlata work- 
ing overtime playing Baron 
Ochs as a city sharp-dealer, 
and a more than adequate 


cast down through the 
ranks, this was potentially 
a strong performance. Her- 
bert Wernicke’s production 
has been widely credited as 
controversial, but here 
seemed more an interesting 
experiment that failed to 
deliver. 

Setting the opera in a mir- 
ror-image of the Bastille that 
reflected the audience’s faces 
was to my mind a typical 
gesture of German didacti- 
cism. Nor is an updated 
Rosenkavalier new to Paris. 
The same was done at the 
Theatre du ChAtel et a few 
years back with more sub- 
tlety and magic. 

This month at the ChAtelet 
the new production is a 


fresh look at Humperdinck’s 
always loveable H&nsel and 
Oretel. It is hardly possible 
to serve up this opera to 
adult audiences these days 
as a sugar-coated fairy-tale 
and Yannis Kokkos, dou- 
bling as producer and 
designer, went for a compel- 
lingly individual visual 
style, allied to some 
half-baked references to 
mod ran life. 

A mid the smoking 
chimneys of a Vic- 
torian industrial 
town. Hansel and 
Gretel are growing up as 
deprived workhouse chil- 
dren. Their escape from this 
miserable world leads them 


into a barren forest, where 
add rain long ago did its 
worst, and only in their 
dreams does life flower into 
dazzling colour. The appari- 
tion of the angels was nicely 
done, as infants clad in 
white arrived sliding down a 
little chute. Unfortunately. 
Kokkos came unstuck with 
the witch’s scene. His hi-tech 
nurse, bearing a broomstick 
in one band and a hypoder- 
mic needle in the other, 
raised no laughs and left 
Georges Gautier, the tenor 
Knusperhexe. grounded. 

The musical performance 
was of high quality through- 
out There cannot be a better 
Hansel and Gretel anywhere 
to be found than Randi 


Stene and Ruth Ziesak 
respectively, whose bedtime 
duet in the forest scored 
high on the goosepimple 
monitor. Franz-Josef Kapell- 
mann was the forceful 
Father, Gwyneth Jones a 
warm-hearted Mother. In the 
pit the Philharmonia showed 
off the impressive skills it 
has attained under its new 
principal conductor. Chris- 
toph von DohnanyL 
At this rate British opera- 
lovers, like the Philhar- 
monia, might consider tak- 
ing out a season ticket on 
Eurostar. 


Hansel and Gretel is spon- 
sored by France Telecom 
Fondation. 


S tephen Churchett’s 
new play. Heritage, 
has several virtues, 
but liveliness is not 
among them. Churchett had 
the extraordinary but 
deserved distinction this 
spring of having his first 
play, Tom & Clem, presented 
in the West End with Mich- 
ael Gambon as T. Driberg 
and Alec McCowen as C. 
Attlee. Like Tom & Clem, 
Heritage has a keen sense of 
history, and makes fine use 
of compassion, it is also - so 
my date assured me - excep- 
tionally accurate in its depic- 
tion of its locale, which is 
the home of the Chelsea Pen- 
sioners, with loud helicop- 
ters flying close overhead 
every so often. And so on. 

But Heritage is tepid and 
slow. It tries to mix an old- 
Tory sentimentality about 
honouring the past with a 
new-Tory friendliness to 
homosexuals, and at regular 
intervals it reflects tenderly 
about death. Four of the five 
characters are nice and good 
and unexceptional, and come 
from a family that has 
apparently always been nice 
and good and unexceptional. 

Harry is a dear, good-hu- 
moured. tree-loving Chelsea 
Pensioner with a mobile 
phone; George is his middle- 
aged antiquedealer son. now 
in mourning for his recently 
deceased male lover. May is 
Harry’s middle-aged middle- 
class married daughter; and 
Rupert is May's charming, 
thoughtful 19-year-old son. 
They all come to visit Harry 
and talk about their lives 
and resent the modernisa- 
tions tbat are being planned 
for the allotments of the 
Chelsea Pensioners. 

The fifth character is nei- 
ther particularly nice nor 
particularly good - she is an 
insensitive modern blonde 
who taijcs mindlessly mod- 
em consultancy-speak and is 
having an affair with May's 
husband - but, since Chur- 
chett and his characters are 
nice and good, they can't 
bring themselves to have the 
fun at her expense that 
lesser people might enjoy. At 


one or two delicious 
moments, she almost turns 
into a caricature in a Victo- 
ria Wood sketch. "I hate 
dying" she says, and leaves a 
pause, as if dying Is some- 
thing that she has been 
regrettably obliged to do at 
regular intervals. Then you 
realise that she means that 
she hates death as idea or as 
fact; and she adds that she 
can only cope with it “by 
taking the long-term view”. 
Such silliness does your 
heart good, but Churchett 
prefers other and worthier 
ways of doing your heart 
good. There is mare sensitiv- 
ity in this play than you can 
shake a stick at 

M ark Rayment 
directs. His 
general pacing 
is good, but 
there are patches when the 
are delivered with a tad 
more tepidity than their 
writing deserves. Tim Pigott- 
Smith as George, Gwen Tay- 
lor as May and Gideon Tay- 
lor as Rupert all do good 
things without ever quite 
making their characters 
three-dimensional. The 
major interest of the produc- 
tion is that it brings George 
Cole (after umpteen years on 
TV) back to the stage, as 
Harry; and no doubt all the 
play’s sensitivity will be a 
sweet surprise to those who 
think of him only as an art- 
fully dodgy operator. His 
timing is excellent, his 
underplaying style nearly 
gives the play the still centre 
it seems to want, and his 
quiet humour could not be 
bettered. You wish that you 
saw him onstage more often. 
He, however, may feel other- 
wise at the end of this one. 
For its final gesture - no, I 
won’t describe it - is also its 
worst moment, and poor 
Cole has to deliver it You 
watch, you blush for Cole, 
you think “But they don't 
write plays like this any 
more!", and you forget it as 
quickly as you can. 


Hampstead Theatre. London 
NW3. 
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■ AMSTERDAM 

EXHIBITIONS 
Stedelijk Museum 
Tel: 31-20-5732911 
www.stedelijk.nl 

Malevich: Works on Paper from 
the Khardzhiev Collection 
Exhibited for the First Tune. 79 
drawings in pencil, chalk, 
gouache, ink and watercolours, 
spanning almost the whole of the 
Russian avant-garde artist’s 
career. Until Khardzhfev’s death 
in 1996 his collection was not 
made available for public display; 
to Jan 25 


■ BERLIN 

OPERA 

Deutsche Oper 

Tel: 49-30-34384-41 
Die ZauberiUte: by Mozart. 
Staged by Gunter Krfimer, with 
sets and costumes by Andreas 
Reinhardt Dec 7 


■ BOLOGNA 

OPERA 


Teatro Comunale 

Tel: 39-51-529 999 

www.nettuno.lt/bo/ 

teetrocomunale 

Turandot by Puccini. Revival 

conducted by Daniele Gatti in a 

staging by Hugo de Ana; Dec 4, 

6, 7 


■ CHICAGO 

OPERA 

Lyric Opera of Chicago 
Tel: 1-312-332 2244 
www.lyricopera.org 
Amistad: world premiere of 
Anthony Davis's new work about 
the 19th century anti-slavery 
campaign. Dennis Russell Davies 
conducts a production by 
George C. Wodfe; Dec 5, 8 


■ EDINBURGH 

EXHIBITIONS 

Scottish National Gallery of 
Modem Art 

ret 44-131-624 6200 . 

Correspondences: transferring 
from the Martin-Groplus-Bau, 
Berlin, a selection of works by 
six young Scottish and six young 
German artists. Organised as an 
exchange, the display includes 
painting, sculpture, video and 
light projections; to Feb 1 


■ FRANKFURT 

EXHIBITIONS 
Schim KunsthaHe 

Tel: 49-69-299 8820 
Holy Russia: Icons and the Rise 
of Moscow 1400-1600. 50 rarely 
exhibited icons lent by Russian 
museums are the centrepiece of 
this exhibition, which also 


includes 16 manuscripts. The 
period was a crucial one, which 
marked the rise of Moscow as a 
principality ruled by powerful 
Tsars. Its architecture and art 
reflect this shift, and illustrate a 
remarkable synthesis of 
Renaissance ideas with 
traditional Byzantine forms. To 
Mar 1, after which the exhibition 
will travel to London 


■ LONDON 

CONCERTS 
Barbican Hafl 
Tel: 44-171-638 8891 
Sarah Chang: recital by the 
violinist of a programme 
including works by Strauss and 
Brahms. With pianist Charles 
Abramovic; Dec 7 

EXHIBITIONS 
National Portrait Gallery 
Tel: 44-171-3060055 
Hyenas in Petticoats: Mary 
Woflstonecraft & Mary Shefley. 
Celebration of the joint 
bicentenary of the two women 
writes, the birth of the latter 
having caused her mother's 
death. Through portraiture, 
drawings and manuscripts the 
display examines their lives, 
times and writings; to Feb 15 

OPERA 

EngEsft National Opera, 
London CoGseum 
Tab 44-171-632 8300 
• Faistaff: by VerdL This 
co-production with Opera North, 
first seen in Leeds, is conducted 
by Dohngnyi and directed by 
Matthew Warchus. Cast includes 
Alan Opie in the title role; Dec 3 


• The Magic Flute: by Mozart 
Nicholas Hytner’s English 
National Opera production, 
revived by David Rltch and 
conducted by Christopher 
Moulds; Dec 4. 6 

Shaftesbury Theatre 

Tet 44-171-379 5399 
The Royal Opera: II baibiere di 
Sivigiia, by Rossini. New 
production staged by Nigel 
Lowery; Dec 3, 4. 5, 6 

THEATRE 
Riverside Studios 

Tel: 44-181-741 2255 
Oh Las Beaux Jours*, by Samuel 
Beckett (1961)- Peter Brook 
directs Beckett's French 
language version of Happy Days; 
Dec 3. 4, 5. 6 


■ LOS ANGELES 

OPERA 

L A. Opera, Dorothy Chandler 
Pavilion 

Tet 1-213-972 8001 
wvm.hopera.org 
Countess Mantra: by Kalman. 
Premiered in Santa Fe this 
summer, this Bvety production by 
Linda Brovsky stars Ashley 
Putnam and is conducted by 
John Crosby, Dec 5, 7 


■ MADRID 

DANCE 
Teatro Real 

Tet 34-1-516 0600 
The Royal Ballet Anthony 
Dowell's staging, with designs by 
Maria Bjomson; Dec 3 

EXHIBITIONS 


Fundacro “te Caeca” 

Tat 34-1-435 4833 
Joaquim Mir, 1873-1940: A Life’s 
Journey. Retrospective of around 
140 works by the landscape 
painter; from Dec 3 to Jan 25 


■ NEW YORK 

DANCE 

New York Cfty Ballet, New 
York State Theater 

Tel: 1-212-870 5570 
George Balanchine’s The 
Nutcracker; Dec 3, 4, 5, 6, 7 

OPERA 

Metropolitan Opera, Lm coin 
Center 

Tel: 1-212-362 6000 
www.metopern.org 

• La Clemenza di Trto: by 
Mozart Conducted by James 
Levine In a staging by 
Jean- Pierre Ponnelle. Cast 
includes Anne Sofie von Otter; 
Dec 3, 6 

• The Rake's Progress: by 
Stravinsky. New production by 
Jonathan Miller, conducted by 
James Levine. Cast includes 
Dawn Upshaw and Samuel 
Ramey; Dec 4, 6 

• Turandot: by Puccini. Revival 
of a staging by Franco Zeffirelli; 
Dec 5 


■ PARIS 

CONCERTS 
Salle Pteyei 

Tet 33-1-4561 6589 
Orchestra de Paris: conducted 
by Wolfgang Sawallisch in works 
by Beethoven. With soprano Eva 
Mei, tenor David Kflbter, bass 
Jan-Hendrik Rootering and Choir 


led by Arthur Oldham; 

Dec 3, 4, 6 

OPERA 

Optea National de Paris, Op6ra 
Bastille 

Tel: 33-1-4473 1300 
Der Rosenkavalier by Strauss. 
New production conducted by 
Edo de Waart in a staging by 
Herbert Wernicke. Cast indudes 
Rente Fleming, Susan Graham 
and Barbara Bonney, Dec 3, 6 

Op6ra National de Paris, Palate 
Gamier 

Tel: 33-1-43439696 
The Merry Widow, by Franz 
Lehar. Armin Jordan conducts a 
new production directed by 
Jorge Lavelli, with sets by 
Antonio Lagarto; Dec 3, 6 


■ SAN 
FRANCISCO 

OPERA 

San Francisco Opera, War 
Memorial Opera House 
Tet 1-415-864 3330 

www^fopera.com 

• Eugene Onegin: by 
Tchaikovsky. Yuri Temirkanov 
conducts his 1980s Kirov Opera 
production, with a cast including 
Anthony Mlchaels-Moore; 

Dec 5.7 

• Pell tea et Mfiteande: by 
Debussy. Conducted by Donald 
Runnides in a production by 
Odin Graham. Frederica von 
Slade and Simon Keeniyside sing 
the title roles; Dec 3 

• Rigoletto: by Verdi. 

Conducted by Patrick Summers 
in a production by Mark Lamos, 


with sets by Michael Yeargan; 
Dec 4, 6 


■ VIENNA 

EXHIBITIONS 

Kunstforum der Bank Austria 
Tel: 43-1 S33 2266 
Art and Insanity wi deranging 
survey of the relationship 
between madness and the visual 
arts, from the Baroque to the 
modem. The 350 works on 
display Include Gteicautt’s 
portraits of the mentally ill, 19th 
representations of lunatic 
asylums, expressionist works, 
and a selection of works by 
psychotic .and schizophrenic 
artists; to Dec 8 


■ TV AND RADIO 

• WORLD SERVICE 
BBC World Service radio for 
Europe can be received in 
western Europe on medium wave 
648 kHZ (463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 
Monday to Friday, Central 
European Time: 

• NBC Europe 

HLOO: European Money Wheel 
Nonstop live coverage until 15.00 
of European business and the 
financial markets. 

17.30: Financial Timas Business 
Tonight 

• CNBC 

06301 Squawk Box 
10.00: European Money Wheel 
18.00: Financial Times Business 
Tonight 
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COMMENT & ANALYSIS 



Lionel Barber 


S ince the Labour gov- 
ernment entered 
office six months 
ago, it has pre- 
tended that delayed entry 
into economic and mone- 
tary union would be virtu* 
ally cost-free for Britain. A 
single Gallic thrust has 
exposed the policy as 
threadbare. 

hi the words of Domini- 
que Strauss-Kahn. France's 
finance minister, monetary 
union is a marriage. And as 
he observed with undis- 
guised relish on Monday 
night in Brussels: “People 
who are married do not 
want others in the bed- 
room." 

So now we know. No spe- 
cial favours for Britain. No 
more illusions that the City 
of London, the size of the 
UK economy, or the “B lair- 
effect" will alter the fact 
that life outside the single 
currency zone will be a lot 
colder. 

For more than 12 hours, 
Gordon Brown, the chancel- 
lor, pleaded with his fellow 
finance ministers for equal 
treatment from the future 
Emu members. But he 
returned empty-handed. 

The issue looks innocuous 
enough: a Franco-German 
plan to create an informal 
“euro-club" for the founder 
members or Emu. Indeed, 
not so long ago, Mr Brown 
dismissed inquiries on ♦bin 
subject as trivial. But on 
Monday night, he upped the 
ante, exposing the empti- 
ness of Labour's rhetoric 
about “leadership in 
Europe" and its fears about 
second-class European 
Union membership. 

The euro-club was danger- 
ous and divisive, declared 
Mr Brown. It would under- 
cut the Ecofin council of EU 
finance ministers, the chief 
decision-making forum on 
macroeconomic policy. Emu 
was a work-in-progress, not 
a one-off event. Countries 
aspiring to join Emu should 
be taken at their word. The 
new euro-forum should be 
open to alL 

The chancellor drew sup- 


Life on the outside 

Plans to form a ‘euro-club' of founding Emu members 
have taught Britain it cannot have its cake and eat it 


port from the Danes, 
Swedes and Greeks, all of 
whom have declared they 
will not be ready to join the 
first wave of Emu. The Irish 
also offered good neigh- 
bourly noises. But the reac- 
tion of the other 10 coun- 
tries, particularly the 
French and Germans, was 
uncompromising. 

No one could prevent the 
euro-bloc holding meetings, 
they said. Issues such as 
enforcing fiscal discipline 
on Emu members and dis- 
cussing euro exchange rate 
policy against the dollar 
were a matter for Emu 
members alone. The only 
question was this: would 
the UK-led opponents agree 
to a common unders tanding 
on the operation of the euro- 
club or risk the “ins" meet- 
ing outside the safeguards 
of the EU treaties? 

Here is the line in the 
sand. For six months, Tony 
Blair, the prime minister, 
and his colleagues have per- 
suaded themselves that 
there was no such division. 
Theirs was a policy of flirta- 
tion towards Emu. Britain 
will join, but not yet. 
Labour will hold a referen- 
dum. but not until after the 
general election. Perhaps in 
early 2002. 

As a domestic political 
strategy, the Emu policy 
has worked a treat. 
Labour's statement that 
there were no constitutional 

Labour is almost 
certainly 
underestimating 
the speed with 
which events will 
move once EU 
leaders select the 
single currency 
members in May 
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objections to joining the sin- 
gle currency triggered tur- 
moil in the Conservative 
party. The plan to win ova* 
the business constituency, 
massage public opinion, and 
consign the Tories to perma- 
nent opposition looks like a 
winner. 

High-flying Labour takes 
a second term for granted. 
Ministers talk about Mr 
Blair dominating Hip Euro- 
pean stage long after the 
likes of Helmut Kohl, Ger- 
many’s chancellor, a nd Jac- 
ques Chirac, France's presi- 
dent have shuffled off into 
retirement Sure, the Emu 
policy is about buying time; 
but the goal is its co-leader- 
ship with the French and 
Germans. 

Labour is almost certainly 
underestimating the speed 
with which events will 
move once EU leaders select 
the single currency mem- 
bers next May. This could 
mean accelerated “conver- 
gence" between the Emu 
group, making it harder far 
Britain to catch up. 

Labour, like its Conserva- 
tive predecessors, appears 
to have misunderstood the 
political nature of the Emu 
exercise. As Mr Strauss- 
Kahn says, sharing a single 
currency is something inti- 
mate. It is not like sharing 
fish quotas. 

In the past few weeks, the 
Emu debate has undergone 
a subtle change. No one is 
talking any more about 
whether France, Germany 
or Italy will meet the public 
deficit criterion for entry 
into monetary union. In 
Brussels, Paris and even in 
the Federal Reserve in 
Washington, the code is 
“E-ll", meaning all but four 
countries are likely to be 
present at the creation of 
the single currency on Jan- 
uary 1, 1999. 

Now that finanw minis- 
ters have stopped squabbl- 
ing over decimal points, 
they are turning to the seri- 
ous issue of how to co- 
ordinate macroeconomic 
policy in the post-Emu 
world. This week’s agree- 


ment on a code *of conduct 
regulating tax competition 
is one straw in the wind. So 
was last month’s summit 
agreement on guidelines for 
employment and job cre- 
ation. 

Of course, there are risks 
in the Emu enterprise. The 
French pay lip service to 
the independence of the 
future European Central 
Bank but want a French- 
man in charge. Paris sees 
the euro-club as a political 
counterweight to the ECB. 
The Germans are fixated by 
price stability. The Bundes- 
bank is nervous about form- 
ing a single currency zone 
with inflation-prone Medi- 
terranean countries. 

But the political will to 
make it work is as strong as 
ever. British participation 
in the euro-zone would 
increase the credibility of 
the new currency. All EU 
member states agree on this 
point But for the moment. 
Labour has Hailed to exploit 
Its position as a desirable 
future member. Instead, Mr 
Brown has staked his gov- 
ernment's reputation on a 
lost cause: membership of 
the euro-clnb. 

All is not lost. Jean- 
Claude Juncker, the Luxem- 
bourg prime minister, says 
he wants a compromise 
involving all IS member 
states. Mr Blair could make 
dear that he accepts that 
the “ins” have a right to 
meet to establish clear 
limits to their discussion. 
Britain could also receive a 
summit declaration that 
Ecofin remains the prime 
decision-making forum. 

Without a deal, the risk is 
that the Emu group moves 
ahead without any safe- 
guards for the outsiders. 
Bad blood could spin into 
other issues such as 
enlargement where Britain 
has a vital interest. An 
all-or-nothing approach 
would spell a rerun of the 
busted Conservative policy 
toward Europe. For Labour, 
t hi s was the week in which 
the reality of life in Europe 
sank in. 
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O pec is fighting 
back. It will never 
again be the Opec 
of the 1970s when 
it held the western world to 
ransom and increased oil 
prices almost at wilL But a 
new Opec may be emerging, 
whose core members (Saudi 
Arabia and 11s neighbours) 
are. again intent on ratchet- 
ing up their influence over 
the world's oil supply. 

Last week members of the 
Organisation of Petroleum 
Exporting Countries agreed: 
to raise output by 10 per 
cent, ending years of offi- 
cially tight restraint over 
production. Oil prices fell 
sharply this week in 
response, which some took 
as further proof of the 
group's declining influence. 

Such an assessment may 
be premature. The decision 
to raise output could mark 
the return of Opec - or at 
least some of its key mem- 
bers. The world may again 
be on the verge of increasing 
its reliance on Opec oiL 
In the 1980s and early 
1990s, Opec's Influence had 
certainly waned. By driving, 
up prices Car beyond produc- 
tion costs, Opec encouraged 
big non-Opec producers such 
as Norway, Mexico and the 
UK to exploit what had pre- 
viously been uneconomic 
fields. Technology was used 
by these countries to drive 
down costs, boost output and 
capture the lion's share (two- 
thirds) of growing demand. 

Opec's inability to main- 
tain internal discipline in 
the face of such challenges 
threatened to turn it into a 
joke in the eyes of world oil 
markets. Before the group's 
latest meeting in Jakarta 
cheating on national produc- 
tion quotas had taken total 
Opec output close to 28m 
barrels a day. 3m b/d above 
its official output ceiling. 

But ail this may be chang- 
ing. The confidence with 
which Saudi Arabia pushed 
for higher output reflects its 
view that the fundamentals 
of the oil business may be 
shifting back in its favour. 

Saudi, officials do not 
believe non-Opec members 
will be able to boost output 
much further, at least not In 


Opec looks for a 
long-term future 


JP 

ylUDEMARS PlGUCT 

The master watchmaker. 

«The finest watch in the world 

WILL ONLY BE WORN BY EXCEPTIONAL PEOPLE.” 

JuhsJjmh Autkman. 
Edtmnl-Augibie PiRiiet. In? 5. 

\uikmurs Plguct's jimlxMhJiior tc» ihe world «»f -ski. 
Alht.ni i Tnnilxi iliu.-itr.ilo tlx- Manufacture's 
o mi mil men i lo excellence. A powerful style and 
leclimcuJ perfection are qualities he slums with 
tile Royal Oak. A watch that knows no limits, 
and like its wearvr has become a legend. 

The natural dmiev of a world class champion. 


Robert Corzine on the 
organisation’s decision to 
increase oil output 
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the next few years. True, the 
recent rush of western oil 
investment into the Caspian 
Sea region and Central Asia 
could bring new oilfields on 
stream but this win not be 
for at least 10-15 years. More 
generally, equipment and 
skills shortages In the inter- 
national industry could take 
their toll on future output-. 

Saudi officials may also 
have been reassured by the 
increasing interest In the 
Gulf of western .oil' compa- 
nies seeking access to the 
region’s energy reserves. 
Although billions of dollars 
are spent each year in explo- 
ration outside Opec coun- 
tries, large discoveries are 
Increasingly rare. 

The steady opening of 
Opec countries, especially 
those in the Gulf, to foreign 
oil investment should boost 
Opec's share of the world oil 
market Tehran this week 
announced that foreign com- 
panies would be allowed to 
explore for oil in Iran for the 
first time since before the 
Islamic revolution. 

Even if the Saudis and 
other Gulf producers are 
right in their assessment of 
world oil trends, the new 
Opec will not be like the old. 


The development of a deep 
and transparent global oil 
market fed by diverse suppli- 
ers has forced the organisa- 
tion to give up any attempt 
to fine-tone oil supplies to 
meet short-term changes in 
global demand. Last week's 
decision by Opec is an 
attempt to re-establish credi- 
bility by raising official out- 
put to a realistic level. It 
marks “a turning point" for 
the organisation, according 
to a delegate from a big Gulf 
Arab’ producer. “People 
doubted Opec could act to 
correct the big divergence 
that had emerged between 
official and actual produc- 
tion rates.” 

Sceptics say Opec has still 
not proved it can keep out- 
put within its official limits, 
even the new ones. They 
may be right But perhaps 
the most important develop- 
ment to emerge from Jak- 
arta was proof that Saudi 
Arabia, Opec's dominant 
member, believes it can 
achieve its oil policy goals 
within the Opec framework. 
So long as that is the case, 
and if it can do so without 
triggering the overt opposi- 
tion of other big Opec states 
such as Iran and Venezuela, 


Opec’s relevance will be 
reinfo rced. , 

Until recently. Saudi 
Arabia has stuck to the 
quota of m barrels a dglt 
was given in September 1993. 
The steadiness of Saudi out- 
put has been a vital element 
in the recovery of world oil 
prices over the past two 
years. But Riyadh has 
become increasingly frus- 
trated at not being -able to 
♦aim its share in the growth 
of world demand. 

Those who stand most to 
benefit from the Jakarta deal 
are Saudi Arabia, Kuwait 
and the United Arab Emir- 
ates. the three members that 
have usually stuck to their 
quotas and have spare pro- 
duction capacity- 
Those who will see the 
least benefit Include tradi- 
tional price hawks such as 
Iran and Libya, which may 
struggle to fill their new 
quotas. They have put up 
little resistance to the Saudi 
proposals, even though 
prices were almost bound to 
fail. (Riyadh may have given 
private assurances that it 
would only increase output 
gradually, although the offi- 
cial Saudi line is that it will 
take the full - increase from 
January IV 

The Saudis are also 
encouraged by the fact that 
virtually all the world's 
spare oil production capacity 
is now in the hands of Opec. 
In the long run, they believe, 
this will help to drive up 
prices. The Jakarta agree- 
ment will reduce the spare 
capacity outside Iraq, which 
remains under a UN oil 
embargo, to around 2m bar- 
rels a day. less than 3 per 
cent of world demand. Most 
of this is in Saudi Arabia. 

If the world's dependence 
on Opec were again on the 
rise, could there be a rerun 
of the Opec -induced petrol 
queues of the 1970s? Proba- 
bly not - unless the politics 
of the region changed dra- 
matically. Some US commen- 
tators are already specula- 
ting about what might 
happen if Iraq and Libya, 
two Opec states under inter- 
national sanctions, decided 
to mount their own mini-oil 
embargo against the west. 
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Lesson for Korea is that market 
efficacy should be challenged 


From Ms Susana Valdwieso. 

Sir. Stephen Fi tiler’s 
article “Might Asia lose a 
decade?" (November 27) is 
misleading and rather cyni- 
cal If something nan be said 
about Latin American eco- 
nomic evolution after the 
debt crisis it is that: 

• the international Mone- 
tary Fund orthodox stabilisa- 
tion and structural reform 
packages have not led to sus- 
tainable macro-economic sta- 
bility and have induced dev- 


astating costs in terms of 
employment, income distri- 
bution, growth and welfare 
• the adoption of fina n cial 
liberalisation and deregu- 
lation programmes have, 
sooner or later, led to over- 
borrowing, bankruptcies and 
financial turmoiL 
Instead of advising Korea 
to abandon its development 
model and accept IMF condi- 
tions, Mr Fidler should urge 
financial multilateral Institu- 
tions to review their assump- 


tions about the perfection, 
efficiency and rationality of 
markets, to reasses the inci- 
dence of external financial 
and trade shocks in the eco- 
nomic evolution of less 
developed economies and to 
promote the international 
regulation and control of 
short-term speculative capi- 
tal flows. 

Snsana Valdlvteso, 

139 Av. Franklin Roosevelt, 
1050 Brussels, Belgium 


A real winner in the jargon stakes 


From Mr John Wortham. 

Sir. The Jury that back- 
handedly awarded the 
“hands-down" prize for glib- 
ness to tbe flyer for ray One- 
Day MBA seminar (“Prize- 
winners in the business of 
jargon”. November 24) was 
undoubtedly more clever 
that it quite realised, for that 
purportedly incomprehensi- 
ble prospectus sold out the 
entire Dorchester ballroom. 
Then, later, more than two- 
thirds of those attending rec- 


ommended a friend or col- 
league to attend a subse- 
quent presentation. Hey, 
that's the kind of tribute we 
all go to work for, right? 

John Warebam, 

Wareham Associates, 

Suite 7A, 

30 East 21st St, 

New York, NY 100 10, 

US 

From Mr Nick Mathys. 

Sir. Congratulations on 


your jargon competition 
(“Prize- winners in the busi- 
ness of jargon”). 

Do not let anyone, victors 
or others, attempt a justifica- 
tion. The use of jargon is 
merely an attempt by the 
uneducated to impress the 
illiterate. 

Nick Mathys, 

19 Havengore, 

Springfield, 

Chelmsford, 

Essex CM16JP 


The great lie about fox h unting 


From Mr D. Lowes. 

Sir, I can agree with Philip 
Stephens “Morality 
hounded” (November 28) on 
one thing; tragically this 
passionate struggle has 
obscured the real issues on 
fox hunting. The real loser 
from a ban would be the 
wildlife, which many 
well-meaning but ill- 

informed supporters of Mich- 
ael Foster's bill have been 
deceived into thinking will 
benefit That, sir. is the great 
lie of an unscrupulous and 
cleverly organised campaign. 

where has Mr Stephens 
heard that the countryside 
rally sought to uphold a 
cherished social order? Does 
he mean the 20,000 people 
employed in hunting, anx- 
ious to escape the yoke of 
their feudal employment for 
the freedom of the dole and 
the council bousing queue? 

Where is the evidence of 
exhausted foxes dying 


underground after a chase 
calculated to prolong their 
terror? Or oF them being 
shredded and disembowelled 
by hounds, while still alive? 
The killing of a fox by a 
hound is the only way of 
being 100 per cent sure of 
death after the first contact. 
The alternatives all have a 
high risk of wounding, so 
that the fox escapes to die 
slowly, or lingers trapped 
until the final chill of terror 
as his tormentor approaches 
to kill the helpless anim al. 
Hunting is not the only 
method of control, but nei- 
ther is it the cruellest 

If avoidance of cruelty 
motivates abolitionists, why 
stop even one fox being 
killed by hounds, let aloue 
20.0QO? Or is this just 
another minority whose wel- 
fare is beneath the contempt 
of the politically correct 

majority? 

Mr Stephens is concerned 


about foxes. What about Mr 
Foster's fish, which knows it 
is caught from tbe moment 
it is hooked? Having been 
slowly drowned until too 
exhausted to fight, it is 
landed and killed or released 
in heaven knows what physi- 
cal state. No wonder the 
Inconsistencies of abolition- 
ists so deeply worry the 
countryside, or that 120.000 
. country people bothered to 
turned up at the countryside 
rally. 

Bear-baiting existed solely 
■to provide a sadistic specta- 
cle. A comparison with fox 
hunting is -one more affront 
to those who follow the hunt 
and to Mr Stephens's own 
abilities as an accomplished 
journalist to distinguish fact 
from fantasy. 

David Lowes, 

25 Coptball Avenue. 

London EC2R 7DR, 

UK 


Interest 
rates bar 
to recovery 

From Ms Ruth Lea. 

Sir, 1 read Sir Bryan 
Nicholson's letter “ERM not 
stimulus for UK economic 
ills” (November 27) with 
bemusement. In my letter of 
November 20 1 was not refer- 
ring to the problems of the 
economy prior to our ERM 
membership. I was referring 
to our problems while we 
were in it Of course, the 
high exchange rate was a 
deflationary factor - all 
economists would accept 
that Moreover, I am aware 
that interest rates fell during 
our membership of the ERM. 
But there is no doubt that 
interest rates were far too 
high in 1992 for the economy 
to experience a buoyant sus- 
tainable recovery. The mar- 
kets knew that And so did 
the government After 
“Black Wednesday” it chose 
to stay out of the ERM (thus 
releasing itself from the 
shackles of high German 
interest rates) and cut inter- 
est rates by 4 per cent in as 
many months. No wonder 
Norman Lamont, the chan- 
cellor, sang tq his bath. 

On the matter of consult- 
ing IoD members, we have a 
very comprehensive set of 
consultative procedures. 
Moreover, we have consulted 
widely on Emu. We have, for 
example, asked for members' 
views on Emu through our 
monthly newsletter IoD 
News (which is circulated to 
every member). And at our 
1996 annual convention, to 
which all members were cor- 
dially invited, there was an 
open debate on the topic 
which resulted in only 30 per 
cent of those attending 
favouring Emu. A follow-up 
opinion survey of our mem- 
bers confirmed this finding. 
Finally, every member is 
free to write to me and con- 
tribute to our policy making 
- my recent correspondence 
suggests Emu doubters out- 
number Emu supporters by 
three to one. 

Ruth Lea, 

bead of the policy unit 
Institute of Directors, 

116 Pall Mall. 

London SWIY BED, UK 
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Brown and 
the euro -club 


Gordon Brown, the UK 
chancellor, insists his country 
should be a member of the new 
“euro-chib" for participants in 
the prospective monetary union. 
This seems absurd. The UK can- 
not combine the freedom of an 
outsider with the influence of 
an insider. Yet Mr Brown does 
highlight a genuine risk: that of 
dividing the European Union 
unnecessarily. 

The creation of an informal 
group to co-ordinate the policies 
of those sharing a single cur- 
rency is not just inevitable, but 
quite sensible. As Dominique 
Strauss-Kahn. the French 
finan ce minister, wrote in the 
FT last week, co-ordination is 
needed. Its aims are to persuade 
citizens that responsibility for 
macroeconomic policy does not 
rest with the European Central 
Bank alone; to provide better 
inf carnation on the planned evo- 
lution of fiscal policy and on 
attitudes towards the exchange 
rate; and to ensure participants 
in the euro present their views 
effectively at the global level. 

The required coordination is 
closer than that needed between 
participants and non-parti ci- 
pants. Yet the Maastricht treaty 
does say that “member states 
shall regard their economic poli- 
cies as a matter of common con- 
cern". Given the dose links 
among EU members, through 
the single market, this also is 
common sense. Indeed, the big- 
ger the economy the more its 


policies fwiMw others, as Ger- 
man unification proved. This 
must be overwhelmingly true, 
therefore, for a group tha t gen- 
erates most of the ElTs output 
an d trade. 

How then are the legitimate 
interests of insiders and outsid- 
ers to be reconciled? The solu- 
tions are for the new club both 

to allow outsiders in as observ- 
ers and to restrict its info rmal 
discussions to policies closely 
related to the shared c urre ncy. 

Mr Strauss-Kahn risks going 
too far, therefore, when he 
writes that the informal chib 
should exchange views on deci- 
sions to be tnicgn subsequently 
in thp council of finance minis- 
ter. This indicates a desire to 
create an inner group to pre- 
cook decisions in areas that con- 
cern outsiders as much as they 
do insiders. That is both unnec- 
essary and provocative. 

Mr Brown may look ridicu- 
lous when he insists on the 
right to put his mouth where he 
has failed to pul his money. But 
it Is in i"hp interests of harmony 
within the EU far discussions in 
any euro-dub to be limited to 
those essential for Tnamuginy 


the euro, rather than range over 
the whole of economic policy] 
Outsiders cannot expect to he 
insiders where they have cho- 
sen not to be. But they can rea- 
sonably expect not to be treated 
as outsiders where they have 
not made (and could not make) 
such a choice. 


Power in Iran 


When power struggles erupt in 
the Islamic republic of Iran, the 
usual reaction in the west is to 
marshal the rival tactions Into 
moderates and reformists and 
hardliners and conservatives. 
The reality is usually more col- 
ourful and unstable, like the 
shifting patterns in a kaleido- 
scope, and so it is now. 

Clearly observable through 
the telescope is a troika: Ayatol- 
lah All Khamenei, successor as 
supreme spiritual and political 
leader to Ayatollah Khomeini; 
Mohammed Khatami, elected 
president by a landslide against 
the mullahs' favoured candidate 
in May; and former president 
Ali Akbar Hashemi Rafeaajani, 
head of a reinvigorated “Expecfi- 
ency Conned" with oversight of 
government policy. 

The present power struggle, 
waged through the mosque, the 
media, and violent street gangs, 
was started by none of the 
three, but by Ayatollah Hussein 
Ali MontazerL He questioned 
Mr Khamenei's theological cre- 
dentials and paramount power 
- a stab at the heart of Iran’s 
constitution based on velyat-i- 
faqih, or rule by a supreme 
Islamic jurisprudent. Mr Manta- 
zeri, who lost the struggle to 
succeed Khomeini himself, is 
one of several senior Shi'a cler- 
ics who feel religion must be 
separated from state power and 
taint, and who scorn Mr Khame- 
nei as a usurping junior of 
small Intellectual stature. 


WhQe fids is a separate battle 
from Mr Khatami’s preaching of 
phrraSsm and the rule oflaw, it 
has allowed entrenched inter- 
ests around the regime to go on 
the offensive for the first time 
Since their nntrihiTahn w at i the 
polls in May. 

The May vote was an electoral 
insurrection led by disaffected 
youth and women, and was felt 
as a mortal threat by Iran’s 
theocrats. Bat Mr Khatami, 
with no power base except his 
70 per cent of the vote, has tried 
to keep above the factional fray. 

He has made many enlight- 
ened appointments and begun 
moving against zealous enforce- 
ment of religious and social uni- 
formity- He has improved rela 
Irons with Europe and the Gulf 
Arabs, and overseen some 
important new investments in 
Iranian oil and gas, in spite of 
US sanctions. 

Last week, in seeming alli- 
ance with Mr Rafeanjani, he dis- 
sociated himself from the 
attempt to question Mr Khame- 


nei's hatfimay. instead; stress- 
ing re&sna wtihm the system. 
Mr rfl ud-HiMi is n™g his popu- 
larity Is try to gather Iran's 
myriad Beltons around the 
office the presi dent and make 
it the centre off the kaleidoscope 
- for the moment the only feasi- 
ble way forward to a more open 
and prosperous society. He has 
survived one obvious provoca- 
tion by his enemies, but many 
more surely await him. 


Two Congos 


The French government is 
supposed to have abandoned its 
traditional policy of active inter- 
vention in its former colonies in 
Africa. In part, this is a recogni- 
tion of its straitened military 
circumstances. It is also a 
belated . acknowledgment of 
democratic reality. 

Unfortunately it seems to be 
finding it hard to put its princi- 
ples into practice. Relations 
with the new military govern- 
ment in Congo (Brazzaville), 
and the civilian regime of Laur- 
ent Kabila in the other Congo 
(‘formerly Zaire) provide con- 
trasting case studies. 

In the preparations far today's 
donor conference in Brussels, 
which seeks to begin the recon- 
struction of Congo (Zaire), 
France has been singularly 
unenthusiastic. Paris's objec- 
tions seem to have as much to 
do with diplomatic pique as' 
with concern about human 
rights. The French government 
sees the Kabila regime as an 
Anglophone imposition on for- 
mer Francophone turf. 

On the other hand, France 
has lost no time in giving its 
blessing to the military coup in 
neighbouring Congo (Brazza- 
ville!, where the government of 
President Pascal Lissouba was 
overthrown by General Dexus 
Sassou-Nguesso, the former 

leader, after a devastating dvfl 
\?s which left the capital in 
ruins. No other western govern- 
ment has recognised the regime, 
and with good reason. 

During Gen Sassou-Nguesso’s 


13 years in power, the country's 
oil sector flourished. The 
French oil company Elf helped 
make it Africa’s fourth biggest 
producer. But corruption 
thrived under his J autocratic 
rule, and it came as no surprise 
when he was defeated by Mr 
Lissouba at the country’s first 
multi-party elections in 1992. 

The legitimacy of Mr Lissou- 
ba ’s government, coupled with 
the need to demonstrate support 
for democracy in Africa, should 
be reason enough; to shun the 
general. But the manner of bis 
victory it doubly unac- 

ceptable, for it was brought 
about through military force, 
backed by troops,' from neigh- 
bouring Angola. j 

Mr Lissouba claims funding 
for the operation came from 
France, and that! he » paying 
the price for Ids efforts to end 
EM’S dominance of oil produc- 
tion by encouraging other oper- 
ators to invest in tbe sector. 
The French government needs 
to demonstrate that such allega- 
tions are false, and that its Afri- 
can policies are disinterested 
and constructive. 

Brussels gives France an 
opportunity to restore its credi- 
bility by backing a substantial 
aid programme for the other 
Congo. France criticises Mr 
Kabila’s human rights recorcL 
But Gen Sassou-Nguesso has 
quite as much to answer for. 
Both countries need help, and 
short-sighted divisions between 
the donors serve the interests of 
no one. 


Asia’s next challenge 


More developed bond markets could help emerging markets 
avoid further turmoil, say Simon Davies and John Ridding 


"What Asia lacks, and Europe 
and the US have, is a deep, liquid 
and mature debt market" 

D onald Tsang, Hong 
Kong’s financial 
secretary, was 
speaking to 
regional finance 
ministers yesterday as Asia 
began to absorb the shocks of the 
past few weeks. Many observers 
1 are starting to realise that a big 
part of its problem has little to do 
with overvalued currencies, cur- 
rent account deficits, hank regu- 
lation and the rest of tbe usual 
suspects. Rather, the region's 
. most urgent financial task is to 
develop a bond market capable of 
correcting and offsetting the 
unchecked power of local banks. 

The absence of a mature, well 
regulated bond market has left 
banks as the main source of 
finance for most corporate bor- 
rowers. a situation that helped 
inflate the asset bubble that has 
now burst so spectacularly. Big- 
ger, better bond markets could 
have helped allocate Asian 
savings more efficiently in two 
ways. They would have given 
borro wer s an alternative source 
of finance, making the financial 
system as a whole laws dependent 
on tbe discretionary decisions of 
bankers. And it might have pro- 
vided an early warning that 
assets were being overpriced. 

“Developed bond markets 
would have created a more bal- 
anced financial system in many 
of these countries and would 
have helped reduce the impact of 
the crisis,” says Stijn Claessens. 
principal economist for East Asia 
and the Pacific Rim at the World 
Bank. 

That message is now sinking 
In. “In some respects, this 
[regional crisis] is. probably the 
best thing that could have hap- 
pened," says Andre Lee, manag- 
ing director of the income 
division at Peregrine Investment 
Holdings in Hong Kong. He 
believes the crises win force gov- 
ernments to develop bond mar- 
kets and the Institutional sup- 
ports they require. 

At the moment, Asian bond 
markets are Ear from trivial, hut 
they do not provide a regular 
source of capital for corporate 
borrowers. HSBC Markets esti- 
mates that the total value of 
domestic-currency Aslan bonds 
(excluding Japan) in issue is 
around US$440bn. In addition, 
Asian institutions Issued just 
over $200bn of foreign currency 
bands. 

Judged by the size of the 
region's economies, however, this 
is relatively modest As a share 
of gross domestic product the 
bond market capitalisation was a 
little over 30 per cent in develop- 
ing East Asian countries in 1994 
(tbe last available figure). It was 
then about 120 per cent of Ameri- 
can GDP and 90 per cent in Ger- 
many. 

Much of the domestic bond 
market that does exist Is effec- 
tively short-term syndicated 
loans, whereby the bank syndi- 
cate buys the debt and holds it to 
maturity. 

Asian governments have been 
reasonably happy with this. “The 
mmmon response to the lack of 
bond markets was that there was 
no need, because they were not 
necessary on the fiscal ride [ie, 
governments did not need to sell 
bonds], and bank loans were 
cheap," says Mr Claessens 
But the underdevelopment of 
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the bond market contributed to 
Asia's financial crises. Because 
there was no alternative, 
national savings, which are high 
throughout East Asia, were mobi- 
lised by a selected group of 
banks. These could then be influ- 
enced by governments to invest 
in chosen sectors - from develop- 
ing a national car (Indonesia) to 
a national computer industry 
(Malaysia and South Korea). 

As a result, the substantial 
pool of Asian savings was recy- 
cled inefficiently. Without any 
capital-market rates to compare 
them with, bank loans could be 
mis-priced over the long run. One 
of the consequences was hefty 
over-investment in the property 
markets of Bangkok, Kuala Lum- 
pur and Jakarta. 

At the same time, the lack of 
local currency funding through a 
bond market encouraged exces- 
sive reliance by corporate bor- 
rowers on short term andforeign- 
denominated debt. This weakness 
was inevitably exposed and the 
international markets forced a 
series of devaluations around the 
region. 

It need not have been like this. 
Asia has five of the seven largest 
foreign currency reserves in the 
world. But as Kenneth Yeadon. 
head of Asian Fixed Income at 
HSBC Markets, argues: "Asia's 
foreign reserves have funded the 
fiscal deficits of the G7 nations, 
and the banking systems of the 
G7 nations have funded Asian 
corporates. That must change." 

But will it? It might appear 
that the knee-jerk reaction of 
many regional governments is to 
impose restrictions on foreign 
investment rather than to 
encourage financial liberalisa- 
tion- Thailand and Malaysia did 
this when their currencies first 
came under attack. 

“There are two fundamentally 
opposing forces." says Oliver 
Jory. vice-president at Morgan 
Stanley. “There is (he recognition 
of governments that they should 
develop capital markets. But the 
opposing force is the concern 
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Tale of tree 
fellers 


Size isn't everything, but the 
company whose name means 
"big" in Swedish has got to 
make up lost ground. 


■ W hat to make Of the rthang g . 
at the top of Store, the venerable 
Swedish forestry group which 
Tina hwm through tihn milt fn 
recent years? Out goes chief 
executive Lars-Ake Hrigesson. 
who's been at the 1x9 of the tree 
since 1992. In comes Rj'Grn 
HSggfrmd, 52, currently head of 
the forest and timber division. - 

Helgesson says the derision to 
go was his alone. He’s completed 
a Mg restructuring programme 
after weathering the storm of 
the early 1990s and, since 
chairman Bo Berggren is a 
sprightly 62-year-okl, there was 
no immediate prospect of 
moving upstairs. 

Still, you cant help wondering 
whether the timing has 
something to do with the arrival 
onthe scene of Percy Bamevfls - 
the bustling former ABB bos 
who took over this spring at 
Investor, the Wallenberg 
investment company which is 
Store's dominant shareholder. 

Baraevik, an impatient type, 
has made little secret of his 
determination to weed out 
under-performing bu s in e sses. 
He’s already dragging up Saab 
by its boot straps and Store - 
which under Hdgesson's 
leadership lost its mantle as 
Europe’s largest forestry group - 
is reckoned to be on his hit list. 


High flyer 


■ Not aQ is gloom on the Asian 
business scene. Zhang Jian, 
China's air condi tinning king , 
has just become the proud owner 
of the country's first private 
business jet. The eight-seater 
Cessna - complete with mini-bar 
and black leather seats - 
touched down at Beijing airport 
last week at tbe end of its 
fflflbi pn flight It will soon be 
ferrying the 34-year-old boss of 
Broad Air Conditioning across 
the country in search of custom. 

“We imagined having 
breakfast in Ch angsha, flying to 
Shanghai, going on to Hong 
Kong and being back in 
C hg Qgpha by dinner," says 
ffliang Changsha, the capital of 
tbe central Hunan province. Is 
headquarters for Zhang’s 
industrial empire. It’s also the 
city where the late Chairman 
Mao went to school. What would 
the helmsman make of it all? 


Flying pig 

■ Gordon Bethune has a way 
with words. After taking the 
controls at Continental Airlines 
in 1994. he charmed jaded 
workers by telling them that 


about releasing the reins and let- 
ting markets control their econo- 
mies." 

Such concerns have not exactly 
been allayed by the dramatic 
fells in Asian bond yields that 
have occured since the crisis 
began, as investors have 
accorded an even greater risk 
premium because of lack of 
liquidity or proper regulation. 

Y et despite all these 
problems, there are 
signs that the crisis 
could act as a catalyst 
for change. The recent 
International Monetary Fund 
package in Korea brought with it 
a c ommi tment to opening up the 
Korean bond market to interna- 
tional investors. And the Thai 
government has taken steps to 
encourage the development of a 
mortgage-backed bond market to 
help banks pass on their expo- 
sure to the property sector. 

More profound changes are 
needed. In general, bond markets 
are fragmented and hampered by 
a lack of transparency, support- 
ive tax regimes and efficient 
clearing and settlement systems. 

In particular, various changes 
will have to be implemented. 

• There needs to be a proper 
sovereign yield curve: that is, a 
government benchmark against 
which corporate bonds can be 
priced. This is not well estab- 
lished at the moment because 
Asian governments had tended to 
run budget surpluses and there- 
fore have had little need to 
launch debt programmes. 

• The region needs to build up a 
larger pool of pension funds so 
that there will be a larger 
demand for long-term assets to 
match longer-term pension liabil- 
ities. 

• Asian companies will have to 
change their attitudes to bonds. 
So Car, they have been averse to 
long-term debt. Companies have 
relied on internal cashflow and 
equity, followed by bank debt, 
and only use long-term debt fin- 
ancing as a last rascal They have 


also been anxious to minimise 
funding costs, rather than ensure 
that they built up a debt portfolio 
to match their investment needs. 
The result was a proliferation of 
short-term debt issuance, and 
therefore much more exposure to 
the recent rises in short-term 
interest rates. 

• Bond markets need reliable 
sources of independent informa- 
tion. especially credit ratings. 
Japan apart. Asia has no estab- 
lished regional credit rating 
agencies (and even Japan's credit 
raters have, until recently, 
remained on the sidelines). West- 
ern credit agencies have local 
offices but their ratings of Asian 
bonds do not carry the same 
weight in the markets as their 
ratings of comparable US or 
European offerings, which trade 
at narrower spreads. 

None of these problems Is insu- 
perable, and the corporate col- 
lapses around the region that 
have followed the recent turmoil 
will concentrate minds. 

Hong Kong has been leading 
the way, hoping to enhance its 
position as a regional financial 
centre. Peter Pang, director of 
the Hong Kong Monetary Author- 
ity, the territory’s de facto central 
bank, says; “To broaden the mon- 
etary tools available to us and 
encourage the development of a 
local bond market, we have 
established a Hong Kong dollar 
yield curve." 

The government has now 
issued exchange fund bills (Trea- 
suries) with a maturity of up to 
10 years. And it is optimistic 
that, over time, it can persuade 
the Chinese government to issue 
bonds in Hong Kong. “Domesti- 
cally, Hong Kong is not big 
enough to create a substantial 
bond market." says Rafael Hui, 
the territory’s secretary for finan- 
cial services. “But if we were able 
to dovetail some of the financing 
requirements coming from Chi- 
na’s five-year plan (to restructure 
870,000 state-owned industries J, 
that would represent a quantum 
leap." Once the market gained 
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cost-cutting wasn't everything. 
“You can make a pizza so cheap, 
nobody will buy it" he said. In 
London yesterday Bethune again 
wheeled oat some arresting 
metaphors. 

The former naval mechanic 
isn't a fan of the proposed 
British Atnvays-American 
Airlines alliance, which, he 
insists, is really a merger. 
"There’s no way you can dress 
this pig up to be a ballerina. 

They might try to call ita 

ballerina, but when yon take its 
dress off it’s still a pig," be says. 

Bethune plans to tweak BA's 
curly tail some more. Next stop 
on his European tour is a Paris 
meeting with Jean-Cyril 
Spinetta, chairman of Air 
France, with which Continental 
has a partnership. He's taking 
along Virgin Atlantic boss - - 
Richard Branson, BA’s arch 
enemy and another partner, to 
dine with Spinetta. Should make 
for lively conversation. 


GAN to pieces 

■ You've got to hand it to 
Francois Heflbronner, chairman 
of French Insurance group GAN 
between 1986 and 2S9i As the 
debate rages over how many 
billions of francs were lost 
during the early 1990s under his 
leadership, Heflbrauner argued 
in Le Parisian yeeterday that the 
fault lay at the state's door. 

Heflbronner says that for 


years he pleaded with the 
government to take frill control 
of UIC, a disastrous property 
lending subsidiary; he finally got 
his way in 1998 - and only, then 
did the ugly troth start to 
emerge. More intriguing is why 
Heflbronner didn't resign in 
protest beforehand, and why he 
allowed GAN to get in so deep in 
the first place? 


Half-baked 

■ Hie Spanish went oat of their 
way to produce a suitable menu 
for French president Jacques 
Chirac at a gala, dinner on 
Monday Might in Salamanca, the 
venerable university dty where 
the two governments wore 
holding a bilateral summit In 
this stronghold of robust soups 
and Castilian roasts, they served 
crayfish cream with cheese 
puffc, a vegetable pastry, 
tenderloin “truffled with 
potatoes" and a coffee-flavoured 
desert entitled “Fonseca 
Symphony” - named after the 
ftnrily palace where the event 
took place. 

The over-courteous Chirac 
afterwards said how impressed 
he was by Salamanca's buildings 
and remarked that the summit 
was an “enjoyable" affair. 

Behind the scenes, senior French 
officials were less polite about 
the dinner: “pretentious 1 * and 
“quite disgusting” were two of 
their more succulent comments. 


critical mass, it would Inevitably 
attract more issuers. 

Two recent developments 
should help. The Hong Kong gov- 
ernment recently launched a 
Mortgage Corporation, which will 
take mortgages out of the bank- 
ing system and issue securitised 
bonds against them. In this way 
it hopes to jump-start a mort- 
gage-backed bond market. Next 
year should also see the launch 
of the Mandatory Provident 
Fund, a mandatory pension 
scheme in Hong Kong, which 
could create substantial demand 
for fixed-income sec- 
urities. 

The HKMA owns the registered 
name Asiadear and is hoping to 
develop a regional clearing and 
settlement system through a 
series of bilateral agreements 
with countries that have 
achieved acceptable depositary, 
clearing and settlement systems. 
So far. it has approached only 
Australia and New Zealand, but 
has had discussions with 
other regional central 
banks. 

Most of the requirements for a 
regional market are already in 
place. There is a big pool of 
savings, and demand for capital 
for corporate restructuring, for 
housing and for Infrastructure 
finance. The World Bank esti- 
mates that the latter, alone, will 
require US$8,OOObn between 1994 
and 2004 - more than the 
banking system could 
provide. 

Demand for Asian bonds has 
naturally been affected by the 
recent crisis, and it could take 
time to attract overseas investors 
back to the region. But so long as 
liquid and well regulated debt 
markets develop, the demand will 
follow, particularly given fast 
regional growth rates. 

“The process does not have to 
be slow,” says Mr Claessens of 
the World Bank. “Look at the 
speed with which these countries 
have put the infrastructure 
for equities markets in 
place." 


100 years ago 

Missouri, Kamiuwi and Texas 
American criticism of an 
American railroad, when it 
comes from a reliable and 
Independent source, is 
generally refreshing and 
interesting. This is the case 
with the Missouri, Kansas and 
Texas, a company which has 
just come under the lash of 
the New York Commercial 
Advertiser, a journal whose 
opinions are entitled to 
respect. A small surplus 
shown for 189&46 is converted 
into a deficit of $285,000. But 
the company reports “other 
income" which reduces the 
deficit to $149,000. There is 
some little mystery about the 
“other income,” and we want 
more information about it 

50 years ago 

Contracts With UJS. 

Exporters 

There is no truth in reports 
that all British contracts with 
American suppliers are to be 
cut completely at the 
beginning of 1048, or at any 
other time. British officials in 
Washington say that an 
investigation of the situation 
showed how difficult it would 
be to attempt any such cut in 
commercial contracts. Many 
of these contain cancellation 
penalties so great that the 
saving in dollar exchange 
through a cut or cancellation 
would he negligible. 
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Ape Changing The Face of TfteWbrk^ 


Pakistani PM triumphs 
as president steps down 


By Farhan Bokhan In 

Islamabad 

Pakistan's president Farooq 
Leghari unexpectedly resigned 
yesterday after a bitter stand- 
off with Nawaz Sharif, the 
prime minister, that has 
brought the country to the 
brink of constitutional crisis. 

Earlier in a day of dramatic 
political developments that 
significantly strengthened the 
prime minister's position, 
SaJjad All Shah, the combative 
chief justice of the Supreme 
Court - whose showdown with 
Mr Sharif precipitated the cri- 
sis - also quit 

Mr Leghari resigned just 
hoars after a meeting with 
General Jahangir Karamat, the 
army chief. The army has 
become increasingly restless at 
a political slanging match 
between Mr Sharif and Mr 
Leghari that had paralysed 
government business. 

Mr Leghari said he was 
resigning because he opposed 
government attempts to annul 
the appointment of Mr Shah, 
who had initiated contempt, of 
court proceedings against the 


prime minister. If the action 
had been upheld, it would 
have disqualified Mr Sharif as 
a member of the parliament 
and forced his resignation. 

“I hold certain principles 
and 1 hold the constitution 
above self," Mr Leghari said. 

However, his decision fol- 
lowed unconfirmed reports 
that Mr Sharif s government 
had decided to begin impeach- 
ment proceedings. 

Mr Sharif, who was returned 
to office in February with a 
two-thirds parliamentary 
majority, hug seen his adminis- 
tration increasingly paralysed 
by the dispute. Last night he 
said he did not hold a grudge 
against anyone, and his prior- 
ity was economic reform. 

“In my heart, and 1 believe 
in the heart of all members, 
there is neither hatred nor 
anger against anyone, just 
pain at the events of the past 
few days," the prime minister 
said In a televised address. 

Analysts said the removal of 
Mr Leghari and Mr Shah in 
one bloodless move was a tri- 
umph for the prime minister. 

Mr Shah’s resignation was 


farced by 10 of the 17 members 
of the Supreme Court, with 
whom he was increasingly at 
odds. His departure will pro- 
vide breathing space for Mr 
Sharif from the contempt of 
court action. Analysis said the 
action, which was vigorously 
pursued by Mr Shah, would 
probably be quietly dropped. 

Mr Leghari, a key figure in 
the opposition Pakistan 
People’s party led by former 
prime minister Benazir 
Bhutto, was appointed presi- 
dent by Mrs Bhutto but fell out 
with her and eventually 
sacked his former ally. 

Last night he defended him- 
self against accusations by 
members of the ruling Pakis- 
tan Muslim League that he 
had conspired to destabilise Mr 
Sharif's government. He said: 
“I had given him what I 
thought was good advice. But I 
had never been a conspirator.” 

Wasim Sajjad, the senate 
ch alpn* 11 , h fl s tak»n over as 
acting president until one is 
elected by the parliament and 
provincial legislatures. 
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Opera chiefs Cardoso to speed up 
defyMPs Brazilian reforms 


Continued from Page 1 

utive to replace Genista 
McIntosh, who held the job for 
only four months before 
resigning in May. 

The co mmi ttee’s report Is 
expected to be particularly 
critical about the appointment 
of Ms Allen by Lord Chadling- 
ton. who had been her associ- 
ate at the Arts Council. It also 
finds fault with the financial 
controls in place at Covent 
Garden, and its failure to find 
another home during the clo- 
sure period. The seasons of 
opera and ballet in rented Lon- 
don theatres have proved 
financially disappointing. 

Lord Chadlington and the 
trustees feel the criticisms of 
Ms Allen are particularly 
unfair. Since her arrival in 
September the ROH's debts of 
£7m have been reduced to £5m. 
and in January a full pro- 
gramme will be announced 
covering the next two years. 

Mr Kaufman is expected to 
recommend that the ROH 
should lose its annual subsidy 
of £15m or that the trustees 
should resign, along with Mary 
Allen, and leave the runni n g of 
the House to Chris Smith, the 
culture secretary. 

In effect both the ROH and 
the select committee are hand- 
ing the problem to Mr Smith. 
He might find it difficult to 
accept the resignations of the 
management just two weeks 
after be asked Sir Richard 
Eyre, former director of the 
National Theatre, to chair a 
committee, containing Ms 
Allen, that is examining opera 
provision in London. 


By Edward Luca in London 
and Geoff Dyer in Sfio Paulo 

Fernando Henrlque Cardoso, 
president of B razil, promised 
investors yesterday his govern- 
ment would step up the pace of 
reforms in response to the 
recent turmoil in international 
finan cial markets. 

Speaking to executives from 
the Confederation of British 
Industry in London, Mr Car- 
doso said: “The cost and the 
pace of advance may be 
affected by external circum- 
stances but you may be certain 
there will be no deviations and 
no U-turns." 

Brazil would also “acceler- 
ate” its economic reforms, 
including plans to privatise 
the electricity sector and liber- 
alise the oil industry, Mr Car- 
doso said on the first day of a 
state visit to the UK. 

The Brazilian real come 
under strong pressure in the 
past five weeks in the wake of 
the currency crisis in south- 
east Asia. Domestic interest 
rates rose to more than 40 per 
cent in October in a successful 
attempt to stave off the specu- 
lative attacks. 

Mr Cardoso's comments 
came as the Brazilian govern- 
ment made further changes to 
the fiscal package it outlined 
three weeks ago to win con- 
gressional approval for the 
controversial measures. 

The government announced 
that income tax on domestic 
fixed-income investments 
would rise from 15 per cent to 
20 per cent. Foreign investors 
would not be affected. 

Government officials said 


the increased tax on bond 
investments would compen- 
sate for concessions made over 
the past week and that the 
total fiscal package was still 
worth R$20bn ($18bn). 

The initial fiscal measures 
provoked a storm of opposition 
in Congress led by the Liberal 
Front party, usually the gov- 
ernment's closest ally, which 
objected to a planned 10 per- 
centage point increase in 
income tax. As a result, the 
government has limited the 
income tax increase to the 
upper band of taxpayers. The 
government is expected to 
reduce the cuts in incentives 
to the north and north-east 
that it originally announced. 

Economists said the 
increased tax on fixed-income 
investments would raise about 
R$2bn a year, which would 
more than cover revenue lo6t 
from the concessions the gov- 
ernment has made. However, 
the tax could cause the inter- 
est rate on domestic govern- 
ment debt to rise, they said. 

Gustavo Franco, president of 
the Brazilian central bank, 
speaking in London yesterday, 
said the effect of the recent 
financial turmoil on Brazil had 
been exacerbated by the 
actions of “leveraged offshore 
mutual funds”. 

Mr Franco said the interna- 
tional markets had over- 
reacted and had not under- 
stood the differences between 
Latin America and south-east 
Asia, and the misalignment in 
asset prices. “You could buy 
six Brazilian electricity compa- 
nies for the price of one In 
Hong Kong,” he said. 


Investors 
gamble on 
chances of 
earthquake 
in Tokyo 

By Gillian Tett in Tokyo 

Japan’s financial institutions 
may have been caught on the 
hop by the recent failures 
among their ranks, but they 
are trying to be better pre- 
pared for natural disasters. 

Toklo Marine and Fire 
Insurance, Japan's largest 
non-life insurer, has just sold 
SlOOm in so-called catastrophe 
bonds. These provide inves- 
tors with a handsome return 
unless a specified natural 
disaster occurs. For the issuer, 
they pass on part of the risk it 
faces in the event of such a 
disaster. In this case, the spec- 
ified disaster is a large earth- 
quake in the Tokyo region. 

Concern about earthquakes 
has been rising In Japan since 
a 1995 earthquake in Kobe 
measuring 7.2 on the Richter 
scale killed 6,000 people and 
caused damage costing $ 20 bn. 
Tokyo's last big earthquake 
was in 1923, and some scien- 
tists suspect another could be 
due soon. The Japanese gov- 
ernment recently estimated 
that an earthquake in Tokyo 
measuring 7.2 cm the Richter 
scale would kill 7,200 people 
and destroy 380,000 homes. 

Untfl now, Japanese insur- 
ers have laid off some of the 
risk of potential earthquake 
damage rfatwia in the conven- 
tional way by tapping the 
global reinsurance market. 
But reinsurance deals tend to 
be short-term and limited, 
Tokio Marine says. The 10- 
year catastrophe bond issue, 
lead-managed by Goldman 
Sachs and Swiss Re Capital 
Markets, taps a broader 
source of medium-term funds. 

If there is no disaster, the 
bonds pay interest at 430 basis 
points <4J percentage points) 
above Libor, the London inter- 
bank offered rate. If an earth- 
quake does occur, bondholders 
give up some capital 
S imilar schemes have been 
launched in the US in relation 
to earthquake risks in Calif- 
ornia and hurricane risks on 
the east coast. The Tokio issue 
is the first to make the scale 
of the capital reduction depen- 
dent on the intensity of the 
disaster, rather than the level 
of damage. If an earthquake 
between 7.1 and 7.6 on the 
Richter scale hits the Tokyo, 
Chiba and Yokohama areas 
investors lose their money on 
a sliding scale. Focusing on 
the Richter scale, rather than 
damage, makes it easier to 
measure risk, officials argue. 
Japanese investors have been 
’wary of the bonds, but west- 
ern Investors have reacted 
enthusiastically. The US and 
Europe placement was sub- 
scribed four times. 

As Tokio Marine points out, 
i although earthquake risk is 
r difficult to measure. It Is argu- 
- ably more stable than the 
i uncertainties sweeping 
through east Asia. 


FT WEATHER GUIDE 


Europe today 

Scandinavia wiH be very cold, with 
temperatures remaining below 
freezing. There will be snow, 
heaviest in the far north and across 
the south of Sweden and Finland. 
The Baltic states and central and 
eastern Europe win also have snow, 
but In the west It will turn to sleet 
North-western areas will have spells 
of sunshine. 

The Iberian peninsula will be mostly 
cloudy with a little sunshine in the 
south and some rain in the north- 
east. 

Showers in the western 
Mediterranean will become heavier 
with scattered thunderstorms 
further east 

Five-day forecast 

Scandinavia will have snow. Central 
and eastern Europe will also have 
some snow or sleet. 

Spain and Portugal will be cloudy 
with a little sunshine in the south, 
and the north-east will have rain. 
The Mediterranean will have 
showers, heavy and thundery in the 
east. 

TODAY’S TEMPERATURES 




A 

1** 1 


6 

dk “ a 


\ i03<L_y^ * jjy *■-" 

\ ««•... 1 " J 

\ : - a 1S 

\« ^ “ 4r 

A 13 * 


**• «*- 


21 y 22 1 


Waim front Co« front AJL Wind xpmmd Ai KPN 

Situation at midday. Temperatures maximum ford ay. Forecasts by PA WBatbaCantra 


Abu Dhabi 

Accra 

Algiers 

Amsterdam 

Athens 

Atlanta 

B. Aires 

BJtam 

Bangkok 

Barcelona 


Maximum 
Celsius 
Sun 26 
Pcrir 31 
Shower IS 
Fair 5 
Shower 17 
Shower IB 
Fair 21 
Shower 4 
Fair 35 
Fair 14 


Basing 

Belfast 

Belgrade 

Bolin 

Bermuda 

Bogota 

Bombay 

Brussels 

Budapest 

C. Hagen 

Cairo 

Caracas 


Sun i 
Fair 6 

Rain 9 
Beet 2 
Fair 21 
Thunder 20 
Thunder 33 
Cloudy 2 
Raki 5 
Steer 3 
Sun 22 
Fair®) 


Cardiff 

Casablanca 

Chicago 

Cologne 

Dakar 

Dallas 

DeW 

Dubai 

Dub9n 

Dubrovnik 

Edinburgh 

Faro 


Fair e 
Fair 21 
Cloudy 4 
Snow 1 
Sun 29 
Sun 18 
Sim 21 
Sun 28 
Fair 5 
Thunder 12 
Shower 8 
Fab- IB 


Frankfurt 

Geneva 

Gibraltar 

Glasgow 

Hamburg 

Helsinki 


Snow 1 
Sleet 2 
Fair 19 
Fata 6 
Fair 2 
Snow -4 


Hong Kong Cloudy 18 
Honolulu Shower 26 


Madrid 

Majorca 

Malta 

Manchester 

Manila 

Mefeouma 


Cloudy 13 
Far 18 
Shower 18 
Shower 5 
Thunder 29 
Sun 21 


Mexico City Thunder 24 


Rangoon 

Reykjavik 

Rto 

Romo 

5. Freco 

Seoul 

Singapore 

Stockholm 


We can t change the weather. But we can 
always take you where you want to go. 


Lufthansa 


Istanbul 

Fata IS 

Mian 

Shower 8 

Strasbourg 

Jakarta 

Thunder 32 

Montreal 

Fair -2 

Sydney 

Jersey 

Shower S 

Moscow 

Snow -5 

Tangier 

Johannesburg Sun 24 

Munich 

Snow 0 

Tel Aviv 

Karachi 

Sun 29 

Nairobi 

Fair 25 

Tokyo 

Kuwait 

Thunder 20 

Naples 

Rain 14 

Toronto 

LAngelm 

Fair 20 

Nassau 

Sun 28 

Vancouver 

La Palmas 

Fata 25 

New York 

Fata 11 

Venice 

Lima 

Claudy 25 

Nice 

Sun 15 

Vienna 

Lisbon 

Qoudy 16 

Nicosia 

Thunder 21 

Warsaw 

London 

Shower 8 

Oak) 

Far -1 

Washington 

Lux.baurg 

Snow -1 

Ports 

Sect 2 

Woffington 

Lyon 

Sleet 2 

Perth 

Fata 28 

Winnipeg 

Madeira 

Shower 21 

Prague 

Snow 1 

Zurich 


Fair 34 
Shower 4 
Thunder 28 
Shower 14 
Rain 14 
Sun 2 
Thunder 32 
Snow Q 
Snow 1 
Sim 23 
Fata IB 
Fair 22 
Qoudy 13 
Rain 4 
Fair 10 
Shower 11 
Ram 4 
Drzzl 3 
Fata U 
Fata 17 
Snow -8 
Snow 1 


TfTF-IJEX COLUMN 

Risky rouble 


Raising interest rates to 36 per cent 
is a dangerous way to shore up the 
rouble and stabilise government 
-debt markets. The growing pre-' 
mium demanded, by.hcddexs of rod-", 
ble-denommated assets shows' it is 
clearly unsustainable. The Russian 
central bank is for- 

eign exchange reserves to support . 
its currency. And the yields on ' 
short-term government bonds have 
shot up over 50 per cent from a 17 !• 
per cent low earlier this year. 

The main factor driving yields 
higher is the risk of a devaluation 
after a heavy government borrow- 
ing spree. The authorities, desper- 
ately need to borrow to pay overdue 
federal wages and reduce depen- 
dence on piecemeal privatisations 
and International Monetary Fund 
disbursements. The government's 
hope is that once the rouble Is 
redenominated on January 1 1998, 
and the currency allowed to float in 
much broader 30 per cent bands, 
interest rates will be able to falL 

Nonetheless, short-tom measures 
.may have long-term consequences. 
The higher cost of servicing Rus- 
sia's substantial public debt, will 
sunder the 1998 budget. Further- 
more, with real interest rates now 
nudging 20 per cent, the chan ces of 
the economy’s growing sufficiently, 
next year to boost government cof- 
fers are shrinking. The government 
should not believe it will preserve 
its hard-wan credibility simply by 
defending the rouble until the New 
Year. Rather than punish the whole 
economy with high interest rates, it 
should allow the rouble to find Its 
own value now. 

Bankers Trust 

From the decomposing hulk of 
NatWest Markets, Bankers Trust 
has picked the juiciest hone. The 
pan-European equities arm it is 
buying Is profitable, unlike the 
derivatives operations being 
snapped up by Deutsche Morgan 
Grenfell, and a top name in UK 
equity research and trading. Follow- 
ing the acquisitions of Wolfensohn, 
an M&A boutique, and Alex. Brown, 
a US securities house. Bankers 
Trust has stitched together an 
international equities and advisory 
franchise to complement its tradi- 
tional strength in fixed income mar- 
kets. And the f.iMm (5217m) price 
looks cheap. 

The fit with NatWestis operations 
- with its big, blue-chip clients - is 
not as good as that between Bank- 
ers Trust and Alex. Brown. They 
both specialise in smaller, high- 
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growth t mitwnles. partfealariy 
taiiiaftKa stocks.- And NafWest'a 
slry atf h ss st9 largely aaffwi to 
the UK. St wffl flake more SHcney to 
expend rat to toe CttEttoeBt as well 
as to ytng gaps in rad vj**™ 

America. 

S^ioudd Raters Trust even be 
trytag to turn toco ye* another 

global i—iitlh prfan. 

with liw advrafaBiffs mm aggus»iTc; 

csriftow mm Sqkbt ^^ 092 * 
tlonal eapodence. Bat vo coeedct' 
rial bcfaafc has gefcfeBy S MC c eotic d at 
such a araMHfogiBafliMtv ne£ even 
JP. 'M agma . And **—"*-—" Trust 
still has a hg way to go before it 
wffl' W aHe to cumytfe «Sffi foe 
bulge bracket lfeas. 


UK pavings 


The broad to a st at tie G BE gpv- 
ermnerif s new ssnfa^ stSseat is 
appealing. A single tax-free 
umbrella for cash, siraes rad hoods 
should QdV 0 BQSlBr lilun 

the current nrislMaasta of special 
sayings vs M d to far Mat asset 
classes. But tire devil is in fte 
detail. TSsa wuwflOifart e fflaram wfll 
obviously be agg rie ved. Not only 
wffl many Jose tbs ebxasx to trans- 
fer all tiie sa v ings wjiinuriBtaa 
under existing s c i anaws beBo flf» 
new XndivSdna! Sawfegs Arrogate 
but the limit off £50*088 to a panaris 
entire life. w9 reduce toe sefresaeFs 
a t t ract i on as a mbbw of fisantiog 
house-purchase, school fees and so 
forth. It ought to be fnaeased. 

By cont ra st, some as p ect s of the 
scheme. - Khe the absence of ray 
lock-up period for s a vin g - should 
be particularly attr a c ti ve to psora: 
citizens. PeopSe on lowefr incenses 
would probably hare been unwfH- 


ing to lock up for several years 

what little cash they had. Neverthe- 
less. tt fs too early to say whether 
iSAs wffl addere the government s 
plan for boosting savings by _ the 
poor - not least because so little 
has been sakE about how this new 
product will be regulated. Simple 
regulation would make it easier for 
the savings industry to market ISAs 
a ggressivel y to reach a broader cus- 
tomer base and keep costs down. 
The notion that ISAs would be sold 
at the supermarket might not then 
be JknrifoL Bat belt-and-braces reg- 
ulation would probably kill such 
Ideas stone-dead. 

London trading 

The sudden 35 point dive in the 
JTSE ioo index in the last two min- 
utes of trading last Friday has 
exposed weaknesses in London's 
pew automatic order book. Even if 
{Mg was caused by a deliberate 
attempt to manipulate the market, 
more vigorous policing cannot be 
the complete answer. Though 
extreme, Friday's price movements 
are not unique. The fundamental 
problem is too little liquidity in the 
order book m the last half hour of 
the day. A thin , book is not only 
vulnerable to manipulation; its 
prices can oscillate wildly for other 
reasons, including simple errors. | 

If the prices displayed on the 
book merely recorded trades 1 
between consenting adults, there 
would be no need to worry. The 
snag is that others use these prices 
to value- thefr portfolios, judge per- 
formance and price derivatives. 

The ideal solution would be to 
boost liquidity at the end of the 
day. This may happen naturally as 
tzadss discover the bargains to be 
had. But institutional changes are 
needed too. In particular, the Stock 
Exchange and Liffe should consider 
the gawno opening trmi*K_ Currently 
many derivatives-related orders are 
pulled off the book before the offi- 
cial close because Liffe shuts 20 
mimiteg earher- 

None of this will amount to a 
quick fix. Hence the ideas that have 
surfaced of using an average price 
to determine end-of-day valuations 
or allowing the Stock Exchange to 
strike out rogue prices. Neither is 
appealing as a long-term solution. 
But sticking plaster Is better than 
risking a rerun of last Friday in 
thin end-of-year markets when 
animal valuations are computed. 

See additional Lex comment on 
Royal & Son AHiunr-p, Page 23 
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Marketing move 
hits drug groups 

Although GlMo-Wellcotne's decision to suspend 
British marketing of a Japanese diabetes drug 
may not affect the pharmaceuticals giant the 
consequences will be momentous far Saflkyu of 
JaJfcn, the drug's discoverer, and Warner- 
Lambert of the US, which has US marketing 
rights. Share prices tor both have fallen sharply. 
Page is 

8oftbaiik falls Into the perception gap 

— Masayoshi Son Oeft), 
president of Softbank, 
/i : ;. the troubled Japanese 
. multimedia group* 
believes that because 
Japanese Investors 
I’V treat growth through 
acquisition less favour- 
£ir ably than their US 
/. counterparts, hfa com- 
pany is undervalued. 
Softbank's market capi- 
talisation is less than 
half that of Ziff-DaVis, one of Its main US arms. 
Hesays the investors are unfamiliar with the 
personal computer and Internet sectors and do 
not understand the high-tech boom. Page 19 

Mfltffatttt dOomma tor Tm North 

A decade of bickering between two of the 
world's biggest advertising agencies was 
thought to have ended when True North of the 
US and PhbUcis of France agreed separation 
terms this year. But acrimony has surfaced 
again following True North's decision to seek a 
new partner. Page 20 

Companies lit tote Issue 


Ericsson plans to cut 10,000 jobs 



By Tim Burt fo Stockholm 

Ericsson, the Swedish 
telecommunications group, 
plans to cut up to 10,000 lobe in 
Its public switching and flxwi 
network business as part of a 
wide-ranging restructuring, 

The company, one of the 
world’s largest manufacturers 
of mobile phon e s, said yester- 
day the job losses wefe part of 
an ongoing reorganisation in 
Its Infocom division. 

In the past two years, more 
than 10,000 Jobs have already 
been shed at Infocom, which 
manufactures data communi- 
cations systems and infrastruc- 
ture equipment far public tele- 
phone networks. 

Ericsson said It had decided 


Overhaul of Infocom division to accelerate 


to accelerate the overhaul at 
Infbcom after seeing profits 
squeezed by deregulation of 
European telecommunications 
and Increasing competition. 

“Margins and prices have 
been adversely afiected by 
weakening demand in public 
switching systems.’* the com- 
pany said. 

Analysts predicted that fur- 
ther restructuring at Infocom 
could p m mp t chwiiar 1 moves by 
Alcatel of France and Siemens 
of Germany, Europe's two larg- 
est manufacturers of public 
switching systems. 

“These companies are facing 


lean times because much of 
western Europe's infrastruc- 
ture spending has been com- 
pleted and the market is 
shrinking." said one analyst. 

Another London-based bro- 
ker warned that Investment ho 
new switching systems in east- 
ern Europe and Russia Would 
not make up for tbe slowing 
demand among operators such 
as Deutsche Telekom or 
France Telecom. 

Ericsson said Infocom 
remained one of Its core divi- 
sions and that the restructur- 
ing did not signal any plana to 
withdraw from the sector. It 


added that the plan would not 
affect its mobile telephone or 
mobile systems businesses. 
Which have grown rapidly In 
recent years and account for 
the bulk of group profits. 

Growth in those areas has 
increased Ericsson's world- 
wide workforce to about 
100,000 over the past two years 
- In spite of the job losses at 
Infocom. 

The company declined Vo 
specify where most of the job 

losses would occur or when it 
would seek redundancies. 

Nevertheless, It said that the 
restructuring was unlikely to 


lead to large exceptional 
charges against: profits, which 
rose from SKrfi.2Bbn to 
SKri0.33bn (JlJbn) in the first 
nine months of this year. Info- 
com accounted for about a 
third of the group's SKrlULBbn 
sales during the period, 
although the company did not 
reveal Its profit contribution. 

“Profitability is unsatisfac- 
tory and we plan to correct 
that/* an official added. 

Among the options being 
considered for Infocom are fur- 
ther outsourcing of component 
manufacturing and a review of 
research and development 
expenditure. 

Ericsson's most commonly 
traded B shares fell SKT8.5 to 
SKr3l7. 


Profits warning 
by Cabletron 
hits rival shares 
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By NteHotite Denton 
In Bun Francisco 

Cabletron Systems, one of the 
top four networking equip- 
ment makers, sold yesterday 
its earnings would toll far 
short of expectations in its 
third quarter, hitting shares 
across the sector. 

It projected earnings of 8-12 
cents a share compared with 
the 89 cent average forecast by 
analysts polled by First Call. 
Revenues are expected to 
decline to $830m-$340tn, from 
$361m a year ago. 

Cabletron shares collapsed 
In New York yesterday morn- 
ing. falling $6ft. or 28 per cent, 
on Monday's close to $16% 
around midday. They have 
fallen 65 per cent since May. 

The announcement dragged 
down the company's main 
competitors. Cisco Systems, 
3Com and Bay Networks, by 
2-6 per cent In a sector which 
had been growing fast on the 
hack of the spread of data net- 
works. 

Cisco, the hugest company 
in the sector, with a market 
capitalisation of SSBbn, fell in 
spite of a buy recommendation 
from Merrill Lynch, the invest- 
ment bank. 

Earlier this year, Cabletron 
cited soft European sales, but 
this time it blamed delayed 
federal government purchas- 
ing decisions and Weakness in 
oilier parts of its US market It 
said it needed a “better align- 
ment of its business strategy 
with Its market focus”. 


A charge of $26m-$30m 
to pay for this reorganis- 
ation, which may involve both 
acquisitions and write-offe of 
existing assets, will depress 
earnings in the fourth 
quarter. 

Beyond this, tbe company 
would not explain the deterio- 
ration. 

One factor the company did 
not mention was the shift In 
customer demand from hubs, 
traffic-directing devices that 
- Cabletron produces, to 
switches, which direct data 
more rapidly. 

Other network in g equipment 
companies whose share prices 
have fallen is the past six 
months include 3Com and 
Ascend Communications. 

Cisco Systems has turned in 
impeccable results, and a new 
switch has underpinned a 
recovery at Bay Networks. 
3Com is alstf well positioned, 
with equipment that allows 
high-speed connections to the 
internet over cable television 
systems. 

However, three factors hold 
back the industry: a slowing in 
revenue growth rates that typi- 
cally ran at 30-50 per cent; 
costs arising from acquisitions; 
and, among tbe networking 
conglomerates that result from 
these deals, more direct com- 
petition. 

Although Cabletron Hn« his- 
torically eschewed big pur- 
chases. last month it said it 
would acquire Digital Equip- 
ment's networking business In 
a deal worth $430 zxl 



Alex Trotnlail (left), board chairman at Ford Motors, and Sun Min, chairman of Jlangling Motors, 
yesterday launched the 12-pflssehger 'China Transit* at the assembly line in Nanchang 



By Louise Luces in Hong Kong 

Hongkong Telecom, the 
terr i to ry' s dominant carrier, is 
seeking to buy Hong Kong’s 
fourth biggest mobile tele- 
phone operator, Pacific Link 
Communications, the compa- 
nies said yesterday. 

The move signals the start of 
a widely extracted consolida- 
tion In Hong Kong’s mobile 
telephone sector, where one in 
five of tbe population of 6m 
has a mobile. Since July, there 
have been 11 networks servic- 
ing tbe territory, and succes- 
sive price wars have eroded 
profitability. 

Hongkong Telecom said Its 
cellular arm. Hang Kong Tele- 
com CSL, was in negotiations 
to buy all the issued share cap- 
ital of Pacific Link, which is 65 


Carrier seeks to 
buy Pacific Link 

per cent owned by First 
Pacific, the Asian conglomer- 
ate. The balance Is held by 
Vodafone of the UK. 

Analysts say the purchase 
could cost between HK$6bn 
and HKfBbn ($i.03bn), 
although many assume this is 
an asking price and that Hong- 
kong Telecom will be able to 
drive it lower. More conserva- 
tive analysts put the price tag 
nearer to half those figures. 

Either way it should not 
stretch the resources of Hong- 
kong Telecom, which last 
month said it bad a cash pile 
of HK$15bn. The company's 
efforts to invest in China have 


Telecom 


yet to bear fruit and Linus 
Cheung, chief executive, sig- 
nalled that its focus would 
shift to regional deals while 
waiting for mainland opportu- 
nities. 

Buying Pacific Link, which 
has two Hong Kong networks, 
gives Hongkong Telecom a 
possible platform to build a 
CDMA network, the mobile 
technology China Is expected 
to adopt 

The two networks have a 
combined subscriber base of 
265,000, almost all on tbe origi- 
nal network. The second, 
launched in July, Is a personal 
communications service (PCS). 
Hongkong Telecom, which has 
515,000 subscribers, failed in Its 
bid to secure a PCS licence 
when the government Invited 
submissions last year. 


Patriot to 
pay $1.3bn 
for hotels 
group 

By Richard Waters 
in New York 

Patriot American, ax of a new 

breed of acquisitive hotel com- 
panies in the US, yesterday 
pulled off its third Wg takeover 
this year with the lljbn pur- 
chase of Interstate Hotels, the 
country’s largest Independent 
hotel management company. 

Along with Starwood Lodg- 
ing, which recently won a 
takeover battle with Hilton 
Hotels for ITT, Patriot Is one of 
a small number of real estate 
companies with a tax structure 
that gives them an edge in 
making acquisitions. 

Patriot assumed Its privi- 
leged tax standing this year 
through the purchase of Calif- 
ornia Jockey Club, one of only 
four American companies 
which are darned as so-called 
"paired share" real estate 
investment trusts (REITs). 
Paul Nussbaum, Patriot's 
chairman, said at the time he 
planned to use the new stand- 
ing to launch a number of 
acquisitions. 

The purchase of Interstate, 
which follows tbe Slbn agree- 
ment to buy Wyndham Hotels 
and a $50Dm deal for Carnival 
Hotels, will propel Patriot Into 
a leading position among US 
hotel companies. 

Interstate’s portfolio of 222 
owned, leased and managed 
hotels, with 46,000 rooms, 
would boost Patriot's portfolio 
of 80 mostly company-owned 
hotels with 20,000 rooms. 

Tbe tax position of "paired 
share" companies prompted 
rumblings in Congress after 
Starwood’s intervention as a 
white knight in the struggle 
between ITT and Hilton. 

By dividing the ownership 
and management of real estate 
Into separate, twinned compa- 
nies, these entitles are largely 
sheltered from corporation tax 
while having all the operating 
benefits of fully Integrated real 
estate companies - a status 
that critics say gives them an 
unfair advantage. 

The ability to create such 
companies was aided in 1964. 

Mr Nussbaum said he was 
confident there would not be 
legislative action to end the 
paired share structure, and 
that his company's bid for 
Interstate had succeeded 
largely on its merits rather 
than his company's ability to 
pay a higher price. 

Patriot said it would pay 
$37.50 a share for Interstate, 
with 40 per cent in cash and 
the rest In stock. It will also 
assume $785m in debt 
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Wall Street’s 
post-Thanks- 
giving rally has 
given further 
encouragement 
to loyal US 
mutual fund 
investors deter- 
mined to view 
setbacks as opportunities. 

Nevertheless, it looks as 
though the phenomenal surge 
in equity mutual fund net 
sales since 1994 Is taili n g oft 
Industry reports suggest 
November's sales were quite 
weak, while October's official 
net Inflow has been revised 
•* i to S18.abn from the ple- 
nary $21 bn estimate. After 
lu months, cumulative sales 
had reached $200bn, but it now 
looks uncertain that the 1996 
record full-year total of $234bn 
will be exceeded. 

Mutual fund bosses seem to 
be approaching 1996 with some 
caution. “There wdl be a sub- 
stantial reduction in growth 
compared with the past three 
says Lawrence Lesser, 
Chief executive officer of Put- 
nam. Nevertheless, he adds, 
business has remained very 
stable over the past two 
months, with a positive cash- 
flow every single day. 

Michael Laughlla, the chair- 
man of Alliance Fund Distribu- 
tors, also expects a slowdown 
for the industry, although Alli- 
ance hopes to Increase its mar- 
ket share. Like Putnam, Alli- 
ance sells only through 
intermediaries and mutual 
fund folklore says intermedi- 
ated bUBtneas is more stable 
than the direct sales sector. 

'An adviser fa more valuable 
In tough times, h says Mr Las- 
Set, Mask Cas&dy, the director 

V 
v 


of mutual funds at Scttdder, 
Stevens & Clark, sees both 
Bides of this debate. Scudderis 
no-load business was growing 
fast up to 1995, but now the 
load side is proving more con- 
sistent "1996 should be almost 
as good as 1997," he says. 

But sales patterns in 1996 
may be different. This year, 
tbe sheer s tr ength of the US 
equity market has dominated 
everything. One of the indus- 
try’s few problems has been 
that almost all the active 
ftmds have fagged behind the 
index-trackers. 

For next year, however, tbe 
buzz phrase appears to be 


Fuad promoters 
are wheeling out 
products that 
could perform in 
a more complex 
environment 


“non-correlated**. Fund pro- 
moters are wheeling out alter 
native products which could 
perform in a more complex, 
and possibly difficult, market 
environment. Scudder, for 
instance, is launching a no- 
load, high yield bond fund 
yielding more than 10 per cent 
Mr Lflu ghiin also mentions 
real estate, and In equities a 
new emphasis cm snail capital- 
isation hinds. 

Sales of bond funds have 
begun to recover after years in 
the doldrums. They have suf- 
fered only one negative month 
in 1997, and cumulative net 
inflows have reached $2Bbn 


after 10 months. US buyers 
have been crowded out of the 
domestic bond market by for- 
eign investors, including cen- 
tral banks. But as the latter 
begin to dispose of their accu- 
mulated hoard (they have sold 
$30bn of US Treasuries in 
three months), the bond fund 
revival could accelerate. 

But It depends on percep- 
tions of what a pension fluid 
should look like. Mr Lasser 
feels most mutual fund inves- 
tors are planning for retire- 
ment “Eighty per cent of our 
business fa retirement-oriented 
one way or another," he says. 

The long and increasingly 
powerful bull market of the 
1990s has enhanced the status 
of equities as long-term invest- 
ments. This has been a won- 
derful development for the 
mutual fund Industry, which 
enjoys much fatter margins oh 
equity funds. It also benefits 
from stability as the funds are 
locked away in “baby boomer" 
retirement plans, although it is 
not known how tbe accounts 
Will perform in difficult mar- 
ket conditions. 

An important feature of 1997 
has been that although total 
equity fund inflows have been 
steady there has been an 
underlying risk aversion, 
international funds have suf- 
fered heavy redemptions In the 
past couple of months. Net 
Inflows to tbe "aggressive 
growth" sector slipped to $4bn 
in October from $5JJbn in Sep- 
tember, while demand for 
"growth and Income" funds 
rose from $7bn to $7.6tm. 

The mutual fund industry, 
which bm? become the engine- 
room of the US stock market, 
is c hang in g gear, but has not 
yet slammed on the brakes. 


UFFE in the 



You can’t afford to ignore LIFFE’s Bobl 
futures and options contracts: 

Low Cost 

• Margin offsets across the entire DM yield curve 

• No Exchange or clearing fees until March 1998 

• Cross-currency margin offsets 

Successful 

■ Since launch, the Market Makers have continually met and often 
exceeded their commitment 

• Basis Trading Facility - Integrating cash and futures activity 

Liquid 

UFFFs Bobl contracts are supported by the comprehensive market-mak- 
ing commitment oft SBC Warburg Dillon Read, a division of Swiss Bank 
Corporation in Bobl futures; and FCT Europe Lid In Bobl options. 

For more Information please contact Stuart Mortimer-Walker on 
0171 379 2087. 
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COMPANIES AND FINANCE: INTERNATIONAL 


Advisers aim to sell Yamaichi assets by year 




-end 


By Gmail Tatt in Tokyo 

The assets of Yamaichi 
Japan’s fourth-largest bro 
ser, which collapsed last 
week, could be sold within 
the month, officials said 
yesterday. 

“We are hoping to con- 
clude the transactions this 
nfonth," said Philip Dunne, 
managing director of DLJ 
Phoenix, the London corpo- 
rate finance adviser which 
was appointed last week to 
manage the sale. It Is the 
first time a western advisory 
group has had this role in 
Japan's financial sector. 

Mr Dunne added that 


there had already been 
strong interest from Japa- 
nese and other groups in 
Yamal chi’s fond manage- 
ment arm. International 
Capital Management 

In addition to this, there 
had bean “initial expressions 
of interest” In the domestic 
brokerage business. Though 
the government has priced 
Yamaicbi’s assets at 
Y3,609bn (J27i)bn), its share 
price yesterday closed at Y2, 
compared with a high of 
Y525 in January and a peak 
of Y3.130 in 1987. 

"This is an unprecedented 
opportunity for a foreign 
group interested in develop- 


Japan’s three other big brokers - Daiwa. 
Nlkko and Nomura - yesterday said that 
they were considering taking on some of the 
staff- at the failed Yamaichi group, writes 
Gillian Tett 

Several other groups have already indi- 
cated that they might take some employees. 
The number of staff at the brokerage and its 
affiliates was about 9,500, or almost one- 
tenth of the Japanese brokerage industry. 

Universal Securities and Tohai Maruman, 
two medium-sized brokers, have offered to 


accept 300 and 50 staff, respectively. The 
Japanese unit of American Family Life 
Assurance, a US insurance group, has also 
offered to accept 900.' Meanwhile BUS, the 
US computer group, said on, Monday ft was 
negotiating to take on 600 staff from Yam- 
aichi’s information technology unit 
Banking analysts said pLany of these 
pledges had yet to be turned into firm 
offers. Company officials themselves admit- 
ted that finding jobs for all the staff could 
prove difficult. 


ing a domestic broking busi- 
ness in Japan,” Mr Dunne 
said. 

DLJ Phoenix is hoping to 
arrange a single buyer for all 
Yazoaichi's assets, and will 


give priority to any such 
offers, he added. However, 
western bankers warn that 
finding a single buyer could 
prove difficult. Though some 
parts of the operations are 


considered attractive, the 
domestic brokerage unit is 
regarded by some as over- 
staffed and inefficient. 

As one western banker 
said: "Yamaichi used to have 


a good reputation and it cer- 
tainly has good reach, but 
you have to ask how the 
events have affected its rep- 
utation. among the public.” 

A further concern is Yam- 
aichi’s balance sheet. The 
- ministry of finanpg Said, last' 
week that Yamaichi ’s assets 
were YlOlbn greater than its 
liabilities, which include 
Y260bn of hidden,, off- 
' balance sheet tobashi losses 
(those shuffled between 
accounts). 

However, government offi- 
cials yesterday admitted , that 
thfr company might still be 
found to be insolvent when 
the operations are wound 


down. The assets are shrink- 
ing as customers rush to 
withdraw funds. 

Another problem is that 
the company's ixading posi- 
tions ozl the market could 
take time to unwind - poten- 
tially exposing it to more 
losses if the market moves 
adversely. . A. third _ fear is 
that, more tobashi losses 
might emerge. 

Given these problems, 
Yamalchi’s closure will prob- 
ably be conducted through a 
sale of its assets rather than 
through a sale of the entire 
company through its equity, 
officials say. .... 

Meanwhile, Daiwa Secvri- 


Drugs groups suffer from withdrawal symptoms 


G laxo Wellcome’s 
decision to suspend 
UK marketing of a 
Japanese diabetes drug may 
be of minor importance for 
the UK pharmaceuticals 
group, but for Sankyo of 
Japan and Warner-Lambert 
of the US, the consequences 
are momentous. 

Shares in Warner-Lam- 
bert, which has the right to 
market the medicine in the 
US, fell more than 18 per 
cent on Monday after Glaxo 
Wellcome made its state- 
ment. The news broke in 
London after Tokyo had 
closed, but yesterday shares 
in Sankyo, the drug’s discov- 
erer, fell as far as they were 
permitted to. down Y500 - or 
12.3 per cent - to Y3.550. 

The reason for the sharp 
declines is that the drug, 
known as Noscal in Japan 
and Rezulin in the US, is 
critical to the long-term 
prospects of Sankyo and 
Warner-Lambert. Although 
the two companies have not 
withdrawn the product from 
their respective domestic 
markets, there is no doubt 
that the decision by Glaxo 
Wellcome to bait marketing 
because of safety concerns 
win slow sales growth. 

Moreover, there remains a 
risk that the ministry of 


health and welfare in Tokyo 
and the Food and Drug 
Administration in Washing- 
ton may insist on its with- 
drawal 

Glaxo Wellcome volun- 
tarily suspended sales of the 
product after seeing data 
showing serious side-effects 
on liver function in 147 of 
370,000 patients treated with 
the drug over three months. 
Hie drug is thought to have 
caused three deaths. Last 
month, Glaxo Wellcome and 
Warner-Lambert wrote to 
doctors warning them of 
potential liver complica- 
tions. The drug is used in 
patients with type two diabe- 
tes, which is not adequately 
controlled by iwmlin. 

Warner-Lambert has 
attempted to limit the dam- 
age. “We clearly disagree 
with their [Glaxo Well- 
come's] evaluation of the 
adverse events,” it said. The 
group insisted 200,000 people 
in Japan and 600,000 in the 
US had taken the drug, and 
there had been only a hand- 
ful of significant side-effect 
cases. Sankyo said it expec- 
ted Glaxo Wellcome would 
eventually resume market- 
ing in the UK and try to 
have the drug licensed in 
other European countries. 

Analysts estimated Glaxo 


Wellcome’s sales of the drug 

would be just £270m ($450m) 
in 2000. Last year, its turn- 
over was £&34bn. The group 
claimed the suspension 
would not make any mate- 
rial difference to its expecta- 
tions for 1998 and 1999. 

In contrast, the product is 
highly significant for Warn- 
er-Lambert The US launch 
of Rezulin last March was a 
great success, generating 
prescription volumes far 
ahead of forecasts. Before 
this week's events, analysts 
were predicting sales for the 
medicine of S4Q2m this year. 
By 2000, brokers Morgan 
Stanley had forecast US 
sales as high as $l-5bn. Last 
year the group’s total drug 
sales were &L5bn. 

For Sankyo, Japan's sec- 
ond largest pharmaceuticals 
company, Noscal is critical. 
“It is really important this 
product succeeds." says 
Muneyuki Sakai, drugs ana- 
lyst at SBC Warburg In 
Tokyo. “It is the key to the 
company’s growth.” Before 
Glaxo Wellcome’s announce- 
ment, Mitsuo Ohmi, pharma- 
ceuticals analyst at Dresdner 
Klein wort Benson, had 
expected the drug to become 
Sankyo’s second most impor- 
tant medicine, generating 
sales and royalties of YQObn 


Sales forecast before the crisis 
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(5468m) by 2000. Last year, 
the group’s total drugs sales 
were Y396bn. 

The Japanese company is 
already under imm ense pres- 
sure. Domestic sales of its 
top-selling drug, a choles- 
terol treatment called Meval- 
otin, have been stalling. In 
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the US, where the medicine 
is marketed by Bristol-Myers 
Squibb as Pravachol, sales 
are set to peak next year, 
ironically because of the 
launch of a new Warner- 
Lambert competitor, Lipitar. 

Sankyo seems to have 
nothing of Noscal’s potential 


to replace it Without Euro- 
pean sales of Noscal. Mr 
Ohmi does not expect 
Sankyo to achieve any sales 
or profits growth before 2000. 
Indeed, next year the compa- 
ny’s gamings would fall. He 
had previously forecast that 
the group's consolidated net 


profits -would rise from 

Y56.4bn this year to Y62bn 
in 1998. 

If the drug has to be with- 
drawn from the US it would 
be a double blow for Sankyo. 
Not only would the company 
lose revenues, but Its inter- 
national ambitions would be 
severely set back. The group 
has the right to buy out 
Warner-Lambert from their 
joint venture. This could 
provide a platform for mar- 
keting other Sankyo prod- 
ucts in the world's largest 
market. Without Noscal 
sales, the joint venture 
would be stiHbom. 

For Warner-Lambert, the 
problems are had but not 
disastrous. Even without 
Noscal, the company is 
expected to expand. Morgan 
Stanley estimates Lipitor, 
launched only this year, 
should have- sales of SLlbn 
by 2000. But the group is 
unlikely to remain on the 
list of companies with the 
highest prospective growth 
rates. 

As for Sankyo. after out- 
performing the Japanese 
market by 100 per cent since 
January last year, the drugs 
maker looks set for a signifi- 
cant derating. 

Paul Abrahams 


Fokker creditors to 
meet receivers today 


By Gordon Cramfa 
In Amsterdam 

Creditors of Fokker may 
receive only a fraction of the 
F126bn f$l3bn) in claims 
against the collapsed Dutch 
aircraft maker. Only Fllbn 
is so far available to pay out. 

Some 2.100 claimants will 
be represented today at the 
start at a two-day meeting 
with receivers in Amster- 
dam. convened by the dis- 
trict court 

In addition, 5.800 staff who 
lost their jobs in the Nether- 
lands’ biggest bankruptcy 
can press their claims on thp 
company, as can holders of 
FI i.62bn in bonds. 

Unsubordinated bonds 
issued by Fokker are trading 
as high as 31-34 per cent of 
face value, having fallen 
beneath 5 per cent since the 
collapse early last year. 

But Jeff Summers, of 
Klesch & Company, the 
London-based specialist in 
distressed debt warned yes- 
terday: “I can see little rea- 
son to get over-enthusiastic 
about the level of recoveries. 
Claims have escalated 
dramatically.'’ 

He said the potential 
recovery range remained 
wide, from 6 per cent to as 
much as 54 per cent “tf 
everything went in [the cred- 
itors'] favour”. 

Recent indications by the 
administrators suggested 
otherwise, however. 


The staff, owed some 
FI 50m in accrued holiday 
pay, are at the head of the 
queue. They account for 
nearly all the FI 56m so far 
acknowledged as due to pref- 
erential creditors, who are to 
get their money in the first 
quarter of next year. 

No timetable has yet been 
set for the resolution of 
other claims, including those 
by the Dutch state - which 
provided repeated cash injec- 
tions before it and Dasa, the 
unit of Germany's Daimler 
Benz which owned a control- 
ling stake, let Fokker fall. 
Dasa and component suppli- 
ers are also on the list 

“A lot has been solved but 
some problems remain” in 
settling the claims of the 
suppliers, according to Ben 
Knttppe, one of the receivers. 

However, he stressed that 
among those least likely to 
see their demands acknowl- 
edged were airlines operat- 
ing the more than 1,000 Fok- 
ker aircraft in use 
worldwide. 

Although the carriers 
might be justified in saying 
that their assets had lost 
value through the collapse of 
the manufacturer, “that can- 
not be dealt with in a bank- 
ruptcy". Mr Knttppe said. 

He hoped the meeting 
would allow the 240 con- 
tested claims to come down, 
by about 75. 

The remainder would 
enter a disputes procedure 


which, under Dutch law, 
could take as long as eight 
years to settle. Mr Knttppe 
pointed out, however, that 
reaching the present stage in 
little over 18 months meant 
the receivers were ahead of 
the usual schedule. 

The FI 26bn in claims 
would be “brought back to 
more reasonable proportions 
in the coming months, but 
even FllObn 1 find still a 
rather high amount,” he 
said. 

At the same time, some 
assets such as property 
remained to be sold, mean- 
ing that the cash position 
should rise. 

The receivers’ biggest suc- 
cess came when Stork, a 
local industrial, services 
group, last year bought Fo In- 
ker's profitable maintenance 
division for FI 302 

South Korean, Malaysian 
and Russian companies were 
among those who explored a 
possible takeover of the 
manufacturing side, but no 
deal emerged. 

Jaap Rosen Jacobson, a 
Dutch businessman, is still 
seeking to revive assembly 
of its F*70 and F100 jets after 
buying some of the neces- 
sary equipment from the 
receivers. But he would need 
the co-operation of others, 
including Stork, and a new 
supplier of wings - Short 
Brothers, of Northern 
Ireland, has dismantled Its 
production line. 


ties. Japan's second-largest 
broker, has said it wou^ 
take the unprecedented step 
of cancelling some Yl2Qbn 
worth of to/ddn accounts- 
These are accounts in wwca 
companies have traditional!) 
placed surplus cash which is 
then traded an the markets. 
Although many brokerages 
have recently reduced their 
tofifcm accounts, Yamaichi 
and Daiwa have increased 
them, prompting market 
speculation that Daiwa was 
aim holding tobashi losses. 

Daiwa has denied this, 
saying it cancelled these 
accounts to show that it did 
not have tobashi losses. 


Fuji 

Photo to 
lift China 
output 

By Mictityo Nafuunoto 
in Tokyo 

Fuji Photo Film will next 
year quadruple output of 
cameras in China for export, 
in an attempt to strengthen 
its position in the expanding 
global market for digital 
and advanced photo system 
cameras. 

Fuji also believes that an 
increase in production could 
Improve its chances of 
winning marketing rights in 
the promising Chinese 
market. The Japanese 
maker of photographic film 
and equipment does not yet 
have a license to sell its 
cameras in the Chinese 
market, which it expects to 
grow steadily in next the 
years. 

The company, which has 
been aggressively expanding 
its overseas business, will 
increase annual output at 
its plant in Suzhou from 
about 250.000 units to about 
im units. 

Fqji already makes digital 
and instant cameras in 
China, and will add produc- 
tion of APS cameras - small 
cameras developed by a con- 
sortium of camera and film 
makers which are easier to 
load than conventional 
35mm eq ui pm e nt. 

All cameras produced in 
China will be destined for 
Japan and other markets 
including the US and 
Europe. 

Fuji’s decision to produce 
more cameras in China 
highlights the country's 

growing importance as a 
low-cost production base 
'and a promising future mar- 
ket. The company has a 
strong presence in Asia out- 
side Japan, where its share 
of the photographic film 
market is about 50 per cent, 
according to Tosbihiko Gin- 
bayashi, industry analyst at 
Morgan Stanley in Tokyo. 

The move also reflects the 
Japanese company’s interest 
in expanding its share of 
i new markets for APS and 
digital cameras. In tbe past 
few months APS cameras 
t have taken about 40 per 

> cent of the total market in 

■ Japan, Fuji says. 

This growth in APS sales 
is also helping Fuji regain 
l share in the photographic 

> film market in Japan. Tbe 
l company forecasts tbat APS 
! film, which already 

> accounts for about 15 per 
cent of Japanese film sales, 

i will take half the market in 
[ five years. 

r APS cameras already 

■ make np 80 per cent of 
- Fuji’s total camera produc- 
i tion. The company, wbich 
I manufactures APS cameras 

in Indonesia rather than 
i Japan, says it has decided to 
t increase output in China in 
i part to hedge the risk of 

> concentrating production in 
one country. 


German group attributes profits rise to focus on core activities 


Degussa ahead 27% in year 


By Andrew Ftoher 
in Frankfurt 

Degussa, the German 
chemicals, metals and 
healthcare company, raised 
pre-tax profits 27 per cent to 
DM523m ($294m) in tbe year 
to September 30 and forecast 
a further Improvement in 
1997-98. 

The company said it bene- 
fited from its focus on core 
activities - speciality chemi- 
cals. health and nutrition, 
and precious metals - and 
its growing globalisation. 

Turnover was 11 per cent 
higher at DM15.3bn. 

The dividend is increased 
from DM1.30 to DM1.50 a 
share, with a bonus of 10 
pfennigs to mark Degussa ’s 
125th anniversary next year. 

Earnings per share rose 
from DM3.90 to DM4.40. 

The company said its posi- 


tive performance had contin- 
ued into the current finan- - 
rial year. Chemical products, 
health and nutrition, pre- 
cious metals and banking 
had all made a strong start 

Degussa expects a stable 
economy in the US and 
increased growth In Europe. 
“With unchanged favourable 
global economic conditions, 
we anticipate further earn- 
ings improvements in the 
new fiscal year.” 

The overseas share of 
sales reached 78 per cent last 
year. The company recently 
bought Ney Dental Interna- 
tional - a US dental prod- 
ucts company with sales of 
$45m - and plans to acquire 
the hydrogen peroxide busi- 
nesses of DuPont, which has 
production sites in the US, 
Canada and New Zealand. 

Degussa said sales of 
chemical products rose 13 


per cent last year to 
DM4L8bn, and that earnings 
in the division also 
improved. 

Turnover in health and 
nutrition activities rose 14 
per cent to DM3.1 bn. Earn- 
ings were also higher, 
despite the impact of Ger- 
man health reforms on Asta 
Medica, the pharmaceuticals 
operation. 

Restructuring led to a 
profits recovery in precious 
metals and hanking, with 
sales In the sector 9 per cent 
higher at DM75bn. The rise 
was only 2 per cent when 
adjusted for precious metals 
trading and structural 
changes. 

• Siemens, the German elec- 
tronics group, and New- 
bridge Networks, the Cana- 
dian communications 
company, said yesterday 
they had bought RADNet an 


Israeli communications 
pany. for US?75m, write 
Mariih s in Jerusalem. 

Siemens said it purcl 
RADNet to bolster 
research and develop; 
team and to add the cc 
ny's access switches 
asynchronous transfer 
computer networks t 
product line. 

After the deal. Slei 
will own 50.1 per cei 
RADNet. while Newb 
will own 49.9 per cent. 

Siemens already has 
nerships with several I 
companies, a DM20m 
ture capital fund in Tel 
and sales and support 
nues of DM300m a y e 
the Israeli market 

RADNet was establ 
in 1994 as part of th* 
Group of 14 technology 
panies specialising ^ 
puter networking. 
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Malaysian 
pulls out of 
Danyard deal 


By Btery Barnes 
in Copenhagen 

The turmoil on the 
Malaysian stock market has 
farced Data Amin shah, the 
Malaysian businessman, to 
pull out of an agreement to 
buy a 48 per cent stake in 
Danyard, Denmark's second 
largest shipyard. 

The failure of the deal 
with Mr Amin Shgh again 
threw into doubt the future 
of the shipyard which 
employs about 1,500 people 
in the north-east Jutland 
town of Frederlkshavn. 

The owner, Lauritzen 
Holding, said in 1996 that it 
was not prepared to place 
any more capital in the loss- 
making yard. 

Michael Christiansen, 
chairman, said yesterday 
that the yard would close 
when its present order book 
was completed at the end of 
1999, unless a strategic part- 
ner was found who was pre- 
pared to invest in it. 

Mr Amin Shah agreed in 
1996 to pay Sl00m for 48 per 
cent of Danyard, which has 
valuable experience in plas- 
tic-hulled naval patrol ves- 
sels. 

Mr Christiansen said Dan- 
yard’s failure to win an 
order for six ocean-going 
patrol vessels from the 
Malaysian government last 
summer altered the assump- 


tions on which the agree- 
ment with Mr Amin Sah had 
been made. 

It meant that Danyard was 
unable to negotiate a by 
which the cost of Mr Amin 
Shah’s Investment in Dan- 
yard was reduced. 

Mr Amin Shah had 
planned to finance the acqui- 
sition of the stake in Dan- 
yard with a share Issue in 
Malaysia. 

“It is obvious that it Is dif- 
ficult for him under the pres- 
ent circumstances," Mr 
Christiansen said. 

Danyard is presently com- 
pleting an order for nine 
advanced chemical tankers 
for Stolt Nielsen Partners, 
part of an American-Norwe- 
gian group. Five have been 
delivered, but losses on the 
vessels have been enormous. 
The yard hopes the final 
ships in the series win be 
profitable. 

Danyard made a DKr490m 
($72. 4m) loss in 1995 and 
DKrLOabn in 1996. First-half 
losses this year were 
DKrl58m. The group’s 
shares rose yesterday 
DKrl2.10 to close at DKrSlO. 

A positive result would be 
reported for this year, said 
Mr Christiansen, and would 
include about DKr250m 
received as a consequence of 
a decision to dissolve the 
Danish War Insurance Fund 
for shipping: 


HP and EDS 
join electronic 
commerce team 


COMPANIES AND FINANCE: INTERNATIONAL 


Softbank falls into the perception gap 

Multimedia group says it suffers from Japanese investors* dislike of growth through acquisition 


I t is ridiculous,” declares 
Masayoshi Son. presi- 
dent of Softbank, the 
.troubled Japanese multime- 
dia conglomerate. 

His complaint is that the 
group’s market capitalisa- 
tion is less than the esti- 
mated worth of Ziff-Davis, 
one of its "win US subsid- 
iaries. Tins remains the case 
in spite of a rebound in Soft- 
bank’s market capitalisation 
from a low of less than 
i Y205bn last week to 
Y3l7.5hn ($2.4bn) yesterday. 

The discrepancy In part 
reflects controversy sur- 
rounding a perceived lack of 
transparency in Softbank’s 
accounting practices, 
prompted this summer by an 
apparently well-informed 
book by an anonymous for- 
mer employee. 

But there is a deeper rear 
son. About three-quarters of 
Softbank's revenues come 
from the US technology sec- 
tor, but the group is valued 
as if it were a Japanese 
conglomerate. 

“There is a gap between 
our business and the way an 
investor in Japan looks at 
it,” says Eric Hippeau, chair- 
man nhwf executive of 
Ziff-Davis. 

“Rapidly, you are getting 
to the point where the com- 
panies are worth more than 


twice as much as the group 
in Japan.” 

Softbank has an “enter- 
prise value" of about $3.6bn, 
adding its net borrowings to 
the $l.6bn value of its 
equity. Its businesses 
include Ziff-Davis, which 
dominates the computer 
magazine market with publi- 
cations such as PC Magazine 
and runs Comdex in Las 
Vegas, the world's biggest 
compute 1 fair. 

Although it faces new 
competitors in the online 
technology news sites pub- 
lished by companies such as 
CNET (and the largest inter- 
net trade shows are put on. 
not by Comdex but rival 
Mecklermedia). Ziff-Davis 
has ear ning s before interest, 
tax, depreciation «r>fl amorti- 
sation - a favoured mauwua 
closely related to cash flow - 
of about gSOOm. 

An earnings multiple of 11 
to 15. typical for media busi- 
nesses in the US. gives it an 
enterprise value of about 
ton. 

The group’s three other 
main holdings - the Japa- 
nese publishing and distribu- 
tion business, pack- 

ager Kingston Technology, 
and a 37 per cent stake in 
the internet navigation ser- 
vice Yahoo! - are estimated 
to be worth a further Mbs. 



Masayoshi Son: Japan does not understand high-tech boom 


has a value of about 5700m. 
is reflected in Softbank’s 
results as a charge to profits 
of about Sl5m a year. 

“Acquisitions are consid- 
ered bad in Japan, so no 
credit is given to this great 
investment," says Mr 
Hippeau. 

Japanese investors value 
fast-growing, high-tech busi- 
nesses far more conserva- 
tively than their US counter 
parts. In part this is because 
the Japanese PC market is 
depressed and investors 
extrapolate from their own 
domestic experience with 
that industry. 

Mr Son has a harsher com- 
plaint: that Japanese inves- 
tors and commentators, 
unfamiliar with the personal 
computer and internet 
industries, lack understand- 
ing of the high-tech boom. 

But if Mr Son is disgrun- 
tled with the Japanese mar- 
ket, why not seek more 
appreciative investors in the 
US? 


The problem is that Japa- 
nese analysts and investors 
treat acquisitions less 
favourably than their US 
counterparts. For instance, 
when Yahoo! acquired 
Fourii, the internet email 
service and directory, its 
share price jumped - but 
Softbank’s fen. 


Japanese analysts focus on Indeed. Softbank is under- 
net profit, a measure which stood to be considering an 
suffers when acquirers write initial public offering of 
off the cost of an acquisition, shares in Ziff-Davis some- 
rather than cash flow, which time next year, 
ignores changes to the bal- A successful IPO would 
ante sheet as a result of also allow Softbank to 
such a deal redeem a Y70bn batch of 

So the $107m investment convertible bonds as they 
in Yahoo! in 1996. which now come due. although group 


executives say proceeds 
would not be the prime 
concern. 

M r Sou, while refus- 
ing to confirm 
plans for a flota- 
tion, indicates that an inde- 
pendent listing for US-based 
Ziff-Davis would simply be 
an extension to the auton- 
omy granted to the busi- 
nesses accumulated over the 
past two years. 

Always fond of a techno- 
logical metaphor, he says 
business groupings should 
be organised loosely along 
the lines of the internet, 
rather than from some cen- 
tral paint like the mainframe 
computer systems of old. 

But the primary reason for 
a float is more prosaic. By 
establishing a public market 
value for Ziff-Davis in excess 
of that of the entire parent 
company, the move would 
drew attention to the dis- 
crepancy between US and 
Japanese valuations. 

There is an irony here. Mr 
Son’s Softbank group, once 
cited as proof that Japan 
could produce entrepreneur- 
ial multinational companies, 
has instead become an 
advertisement for US capital 
markets. 

Nicholas Denton 
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By Louise Kehoe systems, which process 

in San Fraicisco transactions and customer 

data, with new internet 
Hewlett-Packard and applications. 

Electronic Data Systems The consortium is aimed 
have joined forces with eight at easing this process 
leading financial institutions through sharing technical 
to develop and. promote information. J . 

internet banking and “This is a rare opportunity 
commerce. for cross-industry co-opera- 

Founding members of tlon to change the way 
Global Commerce include people will interact with 
Citibank. Mondex, Paymen- their financial institutions 
tech. Royal Bank of Canada, and purchase goods and ser- 
Sistema 4B, Sumitomo vices.” said Glenn Osaka. HP 
Credit. Visa International vice-president and general 
and Wells Fargo- manager of the extended 

“First Global Commerce is enterprise business unit 
a strategic industry initia- First Global Commerce is 
tive designed to provide part of a broad effort, by HP 
financial institutions with a to capture leadership In the 
basis for developing and electronic commerce arena, 
implementing a complete where it is engaged in a mar- 
foundation for value-added ket battle with International 
banking services for the next Business Machines, 
century," said Lloyd Mahaf- Analysts said the consor- 
fey, senior vice-president of tium could also help HP to 
global marketing and devel- leverage its ownership of 
oproent at VeriFone. an HP VeriFone, which it acquired 
subsidiary that specialises in this year for $L29bn. 
electronic payment systems. Market researchers at 
Bob Murphy, director of International Data Corp wa- 
in tegra ted payment systems turn predict that commerce 
at VeriFone, said members over the Internet will grow j 
of the consortium would to by a factor of 20 to more 
sbare information and than $220bn by 200L | 

co-operate to establish elec- HP said it saw big oppartu- 

tronic commerce systems. nities in updating the pay- 
Tbe challenge facing ment systems and fina n c i al 
financial institutions is to service systems to take 
create links between their advantage of electronic 
established “back-end" commerce. 

Cremolini aims 
to raise L250bn 


on junk bonds 









By Samer Iskandar 

Cremolini, Italy’s leading 
food-processing group, will 
todav announce plans to 
raise L250bn (Sl43m) 
through a high-yield bond 
issue. 

Presentations to investors 
will take place today in 
Milan and tomorrow in Lou- 
don. 

The issue. Europe's 16th 
high-yield bond and the sec- 
ond out of Italy, is part of 
Cremolini 's plans to reduce 
its indebtedness following a 
L400bn restructuring and 
modernisation programme. 
Total debt is equivalent to 
five times earnings before 
interest, tax, depreciation 
and amortisations. 

The company had sales of 
L2,500bn last year. 

Analysts believe the com- 
pany. which is the sole meat 
supplier in Italy to the US 
fast-food chain McDonald's, 
is in a good position to bene- 
fit from lost year’s BSE - or 
mad cotv disease - scare, 
which has led to tougher 
Europe- wide food regulation. 

After replacing old plants 
with high -technology pro- 
duction-facilities. Cremol^ii 


is one of a handful of Euro- 
pean food processors to com- 
ply fully with EU health 
standards. 

High-yield - or Junk - 
bonds are unrated securities 
or have credit ratings below 
the investment grade cate- 
gory BBB by Standard & 
Poor's and Baa3 by Moody’s. 

In exchange for the higher 

risk, they reward investors 
with returns up to several 
percentage points higher 
than safer corporate debt 

Cremolini 's five-year bond 
issue, which will pay a float- 
ing rate coupon, is expected 
to yield more than a percent- 
age point over London inter- 
bank rates on the Italian 
lira. 

Bankers Trust of the US 
and Italy’s 1MI Bank are lead 
managers. 

Europe’s fledgling high- 
yield debt market has proved 
more resilient to the recent 
market turmoil than other 
asset classes such as emerg- 
ing-market bonds. 

After foiling sharply last 
month in line with the 
global financial markets, 
most existing issues have 
returned to their trading lev- , 
els of the snmiqar. 


Morgan 
means more 
to raising equity 


More support for your stock offerings 



How did J.R Morgan get to be the fastest- growing 
equity house on Wall Street? By providing our 
clients with more. 

More objective advice that considers your interests 
first. More active, tailored marketing of stock 
issues. More in-depth, standard-setting research. 
More of the right investors - all over the world. 
More aftermarket trading and research support. 
More hedging strategies for issuers as well as 
investors. And more attentive involvement all 
along the way. 

No wonder so many issuers - from corporate 
giants to high-growth start-ups - ask us to return 
to manage their next offerings. That's what happens 
when you consistently deliver more. 

www.jpmorgan.com 


JP Morgan 
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COMPANIES AND FINANCE: INTERNATIONAL 


Members voice fears over 
Stockholm bourse merger 






By Tim Burt in Stockholm 

Leading members of the 
Stockholm stock exchange 
yesterday expressed reserva- 
tions over the revived 
merger between the 
exch a ng e and OM Gruppen, 
the publicly quoted Swedish 
derivatives exchange. 

Some of the largest share- 
holders in the exchange, 
who earlier this year blocked 
a prospective deal between 
OM and the bourse, said 
they were concerned that 
the new proposal could 
undermine transparency in 
market regulation and create 
a monopoly for OM. 

Under the new merger 
plans, announced last week, 
OM said members of the 
Stockholm bourse would 


receive new shares in the 
enlarged company on an 
il-for-3 basis. 

In effect, the exchange 
would then become a subsid- 
iary of OM, which also has 
links with the Oslo bourse 
and the Finnish options 
exchange. It also operates 
the wood pulp futures and 
options market in London 
As part of the deal. Inves- 
tor, the main investment 
vehicle of Sweden’s Wallen- 
berg industrial empire, has 
offered to reduce Its domi- 
nant stake in OM. from 20.3 
per cent to about 15 per cent. 

The move was seen as an 
attempt to assuage concerns 
of shareholders including 
Svenska Handelsbanken, 
Nordbanken and Swedbank. 
Earlier this year, the 


banks Joined farces to block 
the Initial merger plan fol- 
lowing opposition to the 
likely influence exercised by 
Wallenberg-controlled 
companies. 

Arne Manrtensson. chief 
executive of Handelsbanken, 
yesterday reiterated his con- 
cerns and warned that profit 
expectations at OM could, 
affect the fee structure at 
the exchange. “Our main 
focus is to have low transac- 
tion costs and we must 
ensure there is no abuse on 
a monopolistic situation." 

Another shareholder said 
it would seek guarantees in 
the merger prospectus that 
the enlarged group would be 
properly regulated. Until 
now, supervision of OM lay 
with the stock exchange. 


.Yesterday, however, OM 
gave assurances that the 
mergs" would pose no threat 
to transaction charges and 
vowed that a change in legis- 
lation would ensure proper 
regulation of the company. 

Per Larsson, chief execu- 
tive of OM, said the com- 
pany would hold talks with 
the largest members of the 
exchange to meet their 
concerns. 

He said the new company 
would be regulated by Swe- 
den's financial supervisory 
authority, whose disciplin- 
ary committee would have 
responsibility for handling 
any complaints over 
exchange transactions and 
fees. 

Mr Larason added, more- 
over, that the exchange 
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already boasted the “lowest 
fees in the world - and that 
will not change”. 

The merger - which OM 
promises will create the first 
integrated trading system 
fix- both cash and derivative 
instruments - ts intended to 
enhance Stockholm's posi- 


tion as the largest exchange 
in Scandinavia. 

Although it has already 
won the support of share- 
holders accounting far more 
than two-thirds of the Stock- 
holm Exchange. OM needs to 
secure 90 per cent backing to 
complete the transaction. 


Buyer of CIG must honour deal with GAN 


By Andrew Jack In Paris 

Candidates to buy CIC. the French 
state-controlled banking network, 
must agree to sell the insurance 
products of GAN, the parent com- 
pany, Tor up to 10 years, according 
to the official offer documents 
released yesterday. 

Potential buyers will have to 
respect existing agreements 
between ClC and GAN - for eight 
years on the sale of life assurance 
and 10 years for non-life products - 
and to favour the development of 
new insurance links. 

The conditions, which are 


tougher than expected in some 
areas, stipulate that offers will be 
accepted for up to 67 per cent of 
the capital, with GAN retaining at 
least 20 per cent of either shares or 
voting rights in CIC. 

It requires a statement of what 
bidders will do to encourage 
employment creation within the 
CIC network; how to maintain or 
increase the different banks' 
regional identities and decentral- 
ised management; and how CIC 
will be able to “co-exist" with the 
bidders' banking operations. 

Significantly, after discussions 
over the true value of CIC. the doc- 


ument has a section devoted to pro- 
cedures for making any accounting 
adjustments to CIC, with adjudica- 
tion by three experts and caps on 1 
the changes that can be agreed. 

It says bids can start at just over 
50 per cent of the capital of CIC, 
and can be made by a single entity 
or by a group of buyers acting in 
concert. It stipulates that they 
must have at least FFrlObn 
($1.68bnl in shareholders' capital. 

The document says that candi- 
dates judged eligible to compete 
will have access to a data room of 
confidential financial information 
on CIC from December 15. Final 


bids must be submitted by Febru- 
ary 23; the government will , 
announce the winner by the end of 
March next year. 

The CSC offer coincides with con- 
tinuing debate over GAN’S losses 
and the search for those responsi- 
ble for its poor performance. Fran- 
cois Heilbronner, chairman of the 
group between 1986 and 1994, 
argued yesterday that the French 
state should be held responsible for 
the losses, most of which were 
incurred at CICs property lending 
subsidiary, UIC. 

He said he had repeatedly asked 
the government to give him full 


control over CIC ' and UIC, the 
chair men of which were separately 
appointed.' He was granted this 
power only in 1993, when he 
launched an audit which, revealed 
the extent of the losses. 

Several Individuate close to GAN 
yesterday argued that estimates of 
up to FFr5 Obn in accumulated 
losses since 1991 were too high, 
because they were calculated using 
gross losses rather than consoli- 
dated figures. . The ministry of 
flnanffe said the total was nearly 
FFrtObn. 

Observer, Page 15 


Sharp Moyne sold stake to LYMH reorganises 
Mexican Virgin Islands group its make-up bag 

._ By Greg Mclvor in Stockholm St Crispin Trading. Lord Moyne, By Afice Rawsthom In Hie past year, new designers have 
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By Christopher Parfces i 

in Los Angeles 5 

( 

Sharp Electronics is to move 1 
production of small-screen < 
television sets from its plant 
in Memphis to a new $27m 1 
factory to be built in 1 
Mexico. ! 

The Japanese company i 
expects to make im sets and 
1.5m vacuum cleaners a i 
year in the initial phase, i 
More operations are expec- j 
ted to be added later. I 

The move to Kosarito 
Beach, 20 miles south of the 
US border, will create about 
1,000 jobs and free space in 
the Memphis plant for 
Increased output of big- 
screen TV sets and digital 
products. 

None of the US plant's 
1,400 workers is expected to 
belaid off. 

Sharp's move, which fol- 
lows last week’s agreement 
for Oriental Land to build a 
S2.5bn DisneySea theme 
park In Tokyo Bay, is a fur- 
ther indication that Asian 
economic turmoil has had 
little immediate impact on 
Japanese companies' 
long-term international 
investment plans. 

Mexican officials say 
other recent projects in the 
border region - booming 
under the impact of the 
North American Free Trade 
Agreement - are still on 
course. These include two 
factories planned by Nippon 
Electric Glass and a joint 
venture between Corning, 
Samsung and Asa hi Glass 
with a total investment 
value of S&OOm. 

Sharp is one of the last of 
the leading Asian consumer 
electronics and appliance 
groups to set up in the bor- 
der region, where low 
labour costs and Nafta tar- 
iffs are among the attrac- 
tions. Others already pres- 
ent are Matsushita, Sony, 
Samsung and Sanyo. 

Rosarito Beach, still best 
known as a resort town, has 
benefited from overspill 
from the crowded Tijuana 
area to the north. Its cheap 
land and labour costs have 
drawn interest from Holly- 
wood’s film production 
industry. 

Us most recent develop- 
ments include a vast sound 
stage built for the filming of 
Titanic, the Paramount/Fox 
joint venture to be released 
shortly. The complex has 
the world's largest water 
tank, used for filming sea 
scenes. 

The town's attractions for 
Industry will soon be 
increased by a new power 
station, natural gas feed 
lines for electricity genera- 
tion and domestic use. and 
the upgrading of its power 
distribution network. 

The Sharp plant due to 
open next October, will 
make television sets with 
20-inch screens or smaller 
for distribution in North 
and South America. 


By Grog Mclvor in Stockholm 

The confusion over Lord Moyne's 
involvement in Trustor, the Swedish 
investment company caught in a 
SKr620m C$79. 4m) fraud Inquiry, 
deepened yesterday when it emerged 
he sold his stake to a Virgin Islands 
company more than a month ago. 

Trustor's new board said Lord 
Moyne, former chairman, had sold 
his 51.8 per cent voting stake to 
St Crispin Trading, thought to be 
registered in the Virgin Islands. 

BjOm Bjornsson, Trustor’s acting 
managing director, said he knew 
nothing of St Crispin. “This [case] is 
getting even more confused," he 
said. 

Lord Moyne notified Trustor’s 
board late last week that the sale 
had taken place on October 30. Mr 
Bjornsson said. 

This was the day before a Swedish 
newspaper broke the story of Trus- 
tor's involvement In an alleged 
financial misappropriation scandal 

it was unclear last night whether 
Lord Moyne had any link with 


St Crispin Trading. Lord Moyne, 
whose stake In Trustor cost SKr240m 
in June, could not be reached for 
comment However, reports said St 
Crispin was represented by the 
Swiss lawyer who attended Trustor’s 
extraordinary shareholders' meeting 
on Lord Moyne's behalf last week. 

Mr Bjornsson said he expected St 
Crispin would challenge the freezing 
by a Stockholm court of Lord 
Moyne's shares as security for an 
action for damages against him by 
Trustor's minority shareholders. 

Although the sale of Lord Moyne's 
shares preceded the freezing order, it 
is unclear if St Crispin is legally 
bound by the order. 

St Crispin is believed to be consid- 
ering a legal challenge to an applica- 
tion by Trustor’s minority share- 
holders for the company to be put 
into compulsory liquidation. 

Legal experts said Lord Moyne and 
St Crispin appeared to have 
breached Stockholm stock exchange 
rules by falling to disclose the 
change of ownership within suffi- 
cient time. 


By Afice Rawsthom 

LVMH, the French luxury goods 
group which owns Louis Vuitton 
luggage and Mo§t-et- Chau don 
champagne, is merging its perfume 
and cosmetics interests into a single 
division. 

Until now, the LVMH beauty 
companies, which include those 
associated with the Christian Dior, 
Givenchy and Kenzo fashion houses, 
as well as Guerlaln, one of the 
oldest Parisian parfumiers. have 
been run as separate entities. 

Once the restructuring is com- 
pleted, the different beauty brands 
trill come under a perfume and cos- 
metics division. 

Patrick Cboel, chairman and chief 
executive of Parfnms Christian 
Dior, will be president of the new 
division, and Elizabeth Desvignes, 
chief financial officer of Parfums 
Givenchy, has been appointed its 
financial controller. 

The reorganisation of the beauty 
Interests coincides with efforts to 
rejuvenate LVMH"s fashion brands. 


In the past year, new designers have 
been appointed at Givenchy, Vuit- 
ton, Loewe, Celine and Christian 
Dior, part of Agache, which Is con- 
trolled by Bernard Arnault, LVMH*s 
chairman. 

LVMH said the restructuring was 
intended to organise its beauty 
interests in a similar way to those 
of other large companies in the 
increasingly consolidated and com- 
petitive cosmetics market 

The cost of promoting new per- 
fumes and cosmetic products has 
escalated in recent years, as has 
competition for retail space. Rival 
companies such as France's L’Ortal 
and Estee Lauder of the US already 
pool the resources of different 
beauty brands in areas such as dis- 
tribution to a greater degree than 
LVMH. 

The French group owns three of 
the world's 10 best-selling women’s 
prestige perfumes of 1996 - Dolce 
Vita and Dune by Dior, and Guer- 
lain’s Shallmar - according to a 
study by Euromonitor, the research 
consultancy. 


Austria’s Erste Bank yesterday set the price for its gob* 1 
share offering at ScbBfa a share, atlhelow 

range. Hie offer of 1152m shares was warthaboto 
(*556m), making It the largest initial pubifc offerlng fa 
Austria. Both .the retail and institutional tranches were 
two times.subsccibed. TTie shares will be hated tomorrow 
on the Vienna Stock Exchange. . _ 

Erste te the prodMt of a mergw^ year betwem 

savings bank Die Erste and GiroCredrt. In addition to «« 
the global offering, Erste will tomorrow Launch a one- 
for-14 rights issue of almost 3m new shares to existing 
shareholders. The bank has named its strategic partners 
as Commerzbank of Germany, Bacob. the Belgian group. 
Swedbank of Sweden, Austrian insurer EA-Generali ana 

the BARC group, with a combined 16 per cent of the 

enlarged share capital. Joint global coordinators for the 
offeri n g were UBS and Erste Bank. Agencies. Vienna 

■ SOFTWARE 

Dassault Systemes in $105xn buy 

Dassault Systemes, the French software company, has 
agreed to buy Deneb, of the US, for $105m in cash. Das- 
sault said it expected to take a one-time charge of $85m- 
$90m in the 1997 fourth quarter, related to the write-off of 
in-process research and development costs and about $4m 
of acquisition -costs. 

Dassault will complete the acquisition during the fourth : 
quarter, with a preliminary closing by the end erf 1997. It 
pyp gc fo the acquisition to he n on-dilutive to 1998 earnings . 
Deneb supplies digital manufacturing applications. 

- Dassault said the US company and Its subsidiaries 
would become a unit of Dassault Systemes and would 
operate as a separate entity under the brand na me D eneb, 
the di gital manufact uring company of Dassault Systemes. 

Agencies 

■ HUNGARY 

Raba launches retail offering 

Raba, the Hun garian truck and components maker, yes- 
terday launched a domestic retail offering. The shares 
were priced last week at FtL475, valuing the company at 
about $1 08m (554m). 

The latest offering of 5 per emit of Raba forms the final 
stage of its complicated privatisation. In September, the 
Hun garian privatisation agency APV sold off almost 50 
per cent of the compa ny to strategic and financial inves- 
tors consisting of the EBRD. First Hungary Fund, Raba 
manag ement. Hungarian home improvements company 
Qraboptoflt, and DRB Hicom. the Malaysian holding com- 
pany. The five also provided a $25tn capital injection. 

Last week, an international and domestic private place- 
ment to institutional investors for an 18 per cent stake, or 
2.7m shares, was 6.3 times subscribed. The remaining 
shares have been allocated to employees or are held by 
municipalities. Kester Eddy, Budapest 

■ SPAIN 


Marriage problems for True North 

US group’s decision to seek new partner has renewed ardour of its former ally 

N early a decade of The two companies formed ^ — ■ .. — i — ; — , — u^-i— — ^ 

bickering between their alliance " in 1988 H :==== ^ H H 

two of the world's because, although strong in MW R 


N early a decade of 
bickering between 
two of the world’s 
biggest advertising agencies 
was supposed to have ended 
when True North Communi- 
cations. of the US, and Publi- 
cis. of France, agreed the 
terms of a divorce earlier 
this year. 

But the acrimony has 
burst out all over again fol- 
lowing True North's decision 
to seek a new marriage part- 
ner, resulting in a bizarre 
two-way takeover' battle 
with True North stuck in the 
middle. 

The latest chapter in the 
saga began in July when 
True North, parent of Foote, 
Cone & Belding Worldwide, 
announced it had agreed to 
buy BozeU, Jacobs. Kenyon 
and Eckbardt, a big New 
York based advertising 
agency, for about $440m in 
True North stock. 

True North, already North 
America's biggest advertis- 
ing company, said the deal 
would virtually doable its 
size, creating the world's 
sixth biggest advertising 
company with billings of 
more than s 11.5b n. 

The deal seemed to be 
progressing steadily towards 
a shareholder vote at the 
end of this mouth when, to 
Madison Avenue's amaze- 
ment Publicis declared that 
it strongly opposed the 
transaction - and instead, 
suggested taking over True 
North far S2S a share in cash 
and stock, valuing the com- 
pany at 5709m. 

Publicis is in a position of 
influence over True North 
because it holds 18J> per cent 
of its stock, a memento of 
tbe companies' unhappy alii* 
anee. In turn. True North 
holds a 26.5 per cent stake in 
publicis Communications. 
Publicist main advertising 
subsidiary. 


The two companies formed 
their alliance ' in 1988 
because, although strong in 
tbeir home markets, they 
wanted a wider global span 
so they could offer full ser- 
vices world-wide to their big. 
international clients. 

But the agreement turned 
sour almost as soon as the 
ink was dry on the paper. 
Maurice Levy, chairman of 
Publicis. accuses True North 
of having tried to ‘‘manipu- 
late" the agreement to gain 
total control, while Bruce 
Mason, chairman and chief 
executive of True North, 
says Publicis undermined it 
by acquiring a rival agency 
in the US. 

In a letter to the True 
North board explaining why 
it opposed the BozeU deal. 
Mr Levy said Bozell was pri- 
marily a US-based business 
with a weak international 
presence. It said: “The acqui- 
sition does not solve True 
North's fundamental strate- 
gic weakness, which has 
been its failure to establish a 
global presence." 

On the other hand, Mr 
Levy said: “Merging our two 
companies’ networks would 
create a combined entity 
with a very strong and cre- 
ative presence in most of the 
world’s significant markets, 
enabling us to deliver a com- 
plete range of services to 
global clients." 

Firmly rejecting the over- 
ture, True North's Mr Mason 
replied that it would be 
"unrealistic to Ignore a 
decade of difficulties 
between our two compa- 
nies'', and predicted that any 
such combination would 
lead to a “significant fall- 
out" of key clients and 
employees. 

Indeed, a few days later, 
True North’s biggest client, 
S.C. Johnson & Soil, wrote to 
Publicis saying it would 


Adware 

: True North I Bozell, Jacobs, 

Communications Kenyon and Eckhartft 


Cofflpavqr: Chlcaoo-basad 
' ■ parent of Foots, Cone & 

. BflMSng WcridwMs advertising 
5 agency. Quoted on New York 
\ Stock Exchange 

Cfienta Include: S.C. Johnson 
y & Sons, AT&T, Levi Strauss, 
Nabisco 

. BflHngs {1996}: S7bO 
: f Wortd-wWs ranking: 10 


Company: New York based 
holding company bought by . 
ta management from Lortmar 
In 1988. Main advertis in g . 
subsidiary: Bozell Worldwide 

Cflants indudfle Chrysler, 
Menta Lynch, Bristol-Myers 
Squibb 

Btffinga (1996* S3.7bn . 
World-wide ranking: 14 ■ 


Financial results (year to Dec Fbtancial results (year to 
31,1990): Mar 31, 1907): 

Net profits of $27.8m on Net income of SI 4. 1m or 

revenues of S493m revenues of $485m 

SOJCK Comply Una, AdwPdnn Aqb 


Pubficts 


Company^ Paris-based . 
holding company of Pubftcta 
Carnrnuntoatton. its main 
adverttahg subsidiary. Quoted 
on the Paris Bowes ' 

Gfiant* tocfcxfcc Renaiit, 
NesOft, L*Orea* 

BHngs (19SQ: FFr22bn ■ 

Wocfcl-wlda ranking: -13 

Rounds! results (1996): 

Nett profits FFrl 85m 


switch agencies if True 
North were taken over by 
Publids. 

Mr Mason says he finds it 
“a bit amusing” that PublL 
cis should come up with a 
marriage proposal after all 
the bitterness between the 
two companies, and 
dismisses the overture as "a 
phantom offer" too Insub- 
stantial to be taken seri- 
ously. 

He also rejects Publicist 
criticism of True North’s 
global presence. The US 
accounts for about 75 per 
cent of the world's advertis- 
ing spending, he says, but it 
accounts for only about 70 
per cent of Foote, Cone & 
{folding's business. For Boz- 
ell, the proportion is about 
80 percent 

Wall Street analysts say 
Publids's real intent may be 
to derail True North's take- 


over of Bozell rather than to 
acquire True North itself. 

James Dougherty, an ana- 
lyst at Dean Witter Reyn- 
olds, says Publicis is con- 
cerned that the acquisition 
would dilute its stake In 
True North to the point 
where, under French 
accounting rules, Publicis 
could no longer include a 
proportion of True North’s 
earnings In its own profits. 


M r Dougherty says 
the proposed 
transaction will 
also result in a-big charge to 
True North’s earnings in 
this year's fourth quarter, 
hitting Publicis ’s earnings at 
a time when the company's 
own business is not doing 
well. “They lost money in 
France in the third quarter, 
and it’s not looking good for 
the rest of the ^ear.” 


Analysts also point out 
that hostile takeovers are 
rare In the advertising 
industry because of the risk 
that the target company's 
most important assets - its 
people - will walk out of the 
door. Even so, Karen Picker, 
of Furman Sek points that 
this need not be an insur- 
mountable obstacle, if the 
price were right 

“If Publids were to pur- 
chase the company, there 
would no longer be a Foot 
Cone & Belding per se," Ms 
Ficfear says. “The company 
would be merged Into into 
Publicis, and you would no 
longer have those manage- 
ment issues because the 
managemen t would no lon- 
ger be there.’* 

Richard Tomkins 
and Andrew Jack 


Unions call steel strike 

Spanish trade unions have called a one-day strike on 
December 11 at plants of Aceralia, the steelmaker, in pro- 
test at the current privatisation. Acer alia said there 
would also be a protest on December 4. 

The Spain is selling its 52.8 per cent stake in the com- 
pany through an initial public offering, which will com- 
plete the company's privatisation. 

Applications from retail investors were this week 
understood to have represented about Pta7,000bn 
($469bn), more than eight times the total offered to small 
domestic investors. Reuters, Madrid 

■ TYRES 

Michelin man gets face-lift 

Bibendum, the roly-poly figure in the logo of France's 
Michelin tyre and rubber group, is set to shed a few 
pounds when the company gives its image a face-lift next 
year for its centennial. 

The move will give Bib, as he is known to Michelin 
employees, a look that is leaner and healthier and more in 
keeping with the modern image the company wants to 
project, Michelin said. “We want to show that we can 
adapt to changing circumstances without sacrificing our- 
selves on the altar of fashion," it said. 

The original Bibendum was drawn more than a century 
ago after Mlchehn's two founders, Andre and Edouard 
MinhftHn. saw a pile of tires that resembled the human 
form. Agencies, Paris 

■ MACHINERY 

Deutsche Babcock cuts losses 

Deutsche Babcock, the troubled German machinery 
maker, said group full-year net losses were cut from 
DM444m to DM239m (*13L5m). 

Klaus Lederer. chief executive, said the group aimed to 
show a net break-even in the current fiscal year and to 
remain in the black from next year. Tbe company said all 
divisions would become profitable this year an d that man- 
agement positions would be t rimme d. 

Subsidiary Balcke-Duerr will come under the direct 
management of the holding-company parent, combining 
management functions to cut up to DM1 8m in costs. The 
Schumag subsidiary Is no longer for sale. 

Babcock's sales rose from DM8.7bn in 1995/96 to 
DM9.1bn in 1996/97. Reuters. Germany 

■ PERU 

Gold miner in $100m expansion 

Miners Yanacocha, Peru’s largest gold miner, will invest 
$100m to expand operations next year, said Newmont Min- 
ing, one of its joint owners, yesterday. Yanacocha pro- 
duced 26.6 tonnes to the first 10 months of 1997, up 26.6 
per cent compared with the same period last year, accord- 
ing to Peruvian government figures. It accounted for 43 
per cent of total national output in the first 10 months of 

Km** Lima 

■ FORESTRY 

SCA to buy Lantero stake 

SCA, the Swedish forestry group, said it Was buying 25 
per cent of the corrugated board division of Spain’s Lan- 
tero. SCA said Lantero would issue new shares which it 
would buy for Stri96m ($25m). The companies intend 
SCA to increase its shareholding to 49 per cent 

Reuters. Stockholm 

■ telecommunications 

Alcatel Alsthom wins Egypt deal 

Alcatel Atethnm. the French telecommunications and 
engtoeering company, has won a contract to supply 

iS fiP iS^ rie ^ nes over five from Telecom 

^ said yesterday that the ini 

ted phase of the project, for 100.000 lines of its Alcatel 
1000 system, was worth about FFr250m (S42m) Awi 
declined to sped* the value ot 
tnal sources put xt about FFraoom. 
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Global Leaders in Bank Risk Analysis 


T hailand. Korea. Indonesia. Venezuela. Japan. Russia. Volatility 
in hanking is a global issue that impacts your business. Are 
von jtisl reacting to the headlines or anticipating them? 

Thomson Bank Watch can make the difference. As the worlds 
leading source for timely, objective and accurate bank ratings and 
research. THOMSON BankWaTCII rates over 1000 
financial institutions in more than 85 countries. 

What Thomson BwkWvrou sells is confidence. 

Confidence that you have a comprehensive 


understanding of what is happening in banking today, whether 
in vour own backvard. or on the other side of the sdobe. And 
confidence that enables you to manage your risk better by 
helping you anticipate what's likely to happen tomorrow — 
before events become yet another headline. 

Whether you need information on one bank 
or 1000. put the power of Thomson 
Bank Watch, the worlds largest bank rating 
a^enev. behind von. 

v. » • 


THOMSON 

FINANCIAL. SERVICES 

Better Information. Beiter Resi lts. 
ww. tfn.com 


Thomson BankWatch, Inc. 

w^w.bankwafch.com 


Call one of our sales offices today \ 
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N at West cut down to size 


Financial Results Unaudited (Provisional) 

For The Six Months Ended 30th September, 1997 




Six Months 
Ended 30.09.97 

Six Months 
Ended 30.09.96 

Twelve Months 
Ended 31 .03.97 

‘GROSS INCOME 

3313.48 

2905.73 

5960.33 

‘GROSS SALES TURNOVER 

3275.26 

2851.93 

5862.77 

Less: Duties etc. 

1840.34 

1522.82 

3050.18 

NET SALES TURNOVER 

(1) 1434.92 

1329.11 

2812.59 

‘OTHER INCOME 

(2) 38.22 

53.80 

97.56 

NET INCOME (1+2) 

Less: 

1473.14 

1382.91 

2910.15 

TOTAL EXPENDITURE 

(3) 939.64 

1007.51 

2140.38 

INTEREST 

(4) 41.20 

57.07 * 

120.09 

GROSS PROFIT (1 +2-3-4) 

Less: 

(5) 492.30 

318.33 

649.68 

DEPRECIATION 

(6) 44.26 

26.81 

63.03 

PROFIT BEFORE TAX (5-6) 

Less: 

448.04 

291.52 

586.65 

PROVISION FOR TAXATION 

(7) 146.31 

110.72 

239.75 

NET PROFIT (5-6-7) 

(8) 301.73 

180.80 

■ 346.90 


By Clay Hants, Wfifiam 
Lewis atd Jane Martinson 

National Westminster Bank 
yesterday cut itself down to 
size, selling its European 
equities and derivatives 
operations for a combined 
price of £I73m ($299m). 

The deal with Bankers 
Trust of the US and German- 
owned Deutsche Morgan 
Grenfell ends NatWest’s 
ambitions to own a global 
integrated investment bank. 

Bankers Trust is paying 
£!29m for NatWest Markets' 
equities business in Europe, 
including the UK. DMG Will 
pay £50m for the programme 
trading operation and associ- 
ated equity derivatives side. 

NatWest also announced 
the closure of its US equities 


operation, with the. loss of 
200 Jobs. Like its similarly 
retrenching UK rival, ^Bar- 
clays. NatWest is also trying 
to sell its Asian equities 
business and Australian 
inve s t m e nt hank- - 

The UK bank said it expec- 
ted Nat West Markets as a 
whole to produce a pre-tax 
loss of £210m for .-1997, 
mostly attributable to. the 
equities operation. 

NatWest will also make a 
provision of £27Qm to cover 
■ red u ndanc y and restructur- 
ing costs plus a £B5m good- 
.wELl adjustment 

David Townshend, bank- 
ing analyst at Goldman 
Sachs, said: “NatWest has 
exited from a business that 
it didn't have the scale -to 
compete in and that’s good. 


But it has clearly been 
expensive (to get out I. ’’■ Sev- 
eral analysts expected part 
of the restructuring charge 
to be used for reorganising 
NatWest Markets’ capital 
and corporate finance arms. 

; NatWest last month 
rejected an approach from 
DMG for practically all of 
the businesses sold.- yester- 
day. DMG's offer was compa- 
rable in monetary terms but 
would have required hun- 
dreds of .redundancies in 
Europe. Yesterday’s deal 
avoids such job losses 
because NatWest’s and 
Bankers Trust’s European 
operations hardly overlap. 

. Bankers Trust is .taking 
more tha n 900 NatWest Mar- 
kets staff, while 208 - Includ- 
ing 120 in the back office - 


are transferring to DMG. 

DMG’s European expan- 
sion is dow likely to focus on 
a smaller acquisition or the 
hiring of teams, perhaps as 
the fell-out from other bank- 
ing mergers. 

Richard Daniel, Bankers 
Trust’s chief financial oiFi- 
car, said “this transaction 

puts a top notch team on the 
Add in the European equity 
markets.” Bankers Trust’s 
European, business focuses 
primarily on debt securities 
and merger and acquisition 
advice, particularly for com- 
panies with lower than 
investment grade r ankin g- 

Adding -equities should 
enable Bankers Trust to 
"capture a larger share of 
our clients’ business than we 
otherwise would get”. 


Siebe bullish on 
south-east Asia 


PAID-UP EQUITY SHARE CAPHAL (9) 245.41 

RESERVES EXCLUDING 
REVALUATION RESERVES (10) 

EXPORT/FOREX TURNOVER 346 


245.41 


245.41 


915.18 


By Andrew 
EdgecUffe-Johnson 

Siebe, the engineering 
group, pleased the City yes- 
terday by shrugging off the 
effects of the strong pound 
«nH saying that the turbu- 
lence in south-east Aslan 
markets represented a buy- 
ing opportunity rather than 
a threat 

Barrie Stephens, deliver- 
ing his last results after 33 
years as chairman, said pre- 
tax profits in the six months 
to September 30 were up 16 
per cent to £221. 7m ($370 .2m.) 
despite an £l&3m hit from 
currency translation. 

Interim turnover advanced 
16 per cent to £L71bn, and 
trading was “off to an excel- 
lent start” in the second 
half 

Allen Yurko, chief execu- 


tive. said the results had 
beet flattened by sterling’s- 
strength. “What’s really 
going on at Siebe. is organic 
sales growth of 9.3 per cent 
and organic profit growth of 
203 per cent,” he said. 

"We’re not backing off in 
the Far East an d emerging 
markets,” he added: “We. see 
this as an opportunity to buy 
further in those regions.” 

Acquisitions would be 
"clip-ons” of about £ 100 m, he 
said, and were more likely in 
industrial equipment than in 
temperature and appliance 
controls. 

Siebe would be .careful not 
to overstretch a manage- 
ment which is still digesting 
the £193m acquisition of 
Eaton Corporation’s appli- 
ance controls operations and 
the £327m purchase of APV, 
the process equipment 



Brendan Con 

Barrie Stephens: last results after 33 years as chairman 


maker, he added. 

The group, which bene- 
fited from exporting from 
Japan and elsewhere in 
south-east Asia, plans to 


move more manufacturing 
to sites in the region, which 
have become more competi- 
tive because of local cur- 
rency devaluations. 


(i) The above results we takai on record at the meeting d are Board 
of Directors of ttie Company hakt an 21st Nwenfear, 1997. R Figaro 
for (tie previous year have been re-ananged wherever necessary. (W In 
connection with the Investigation by Ihfl Enforcemen t Dtectoraa wtildi 
commenced n 1996 against the Company and its Officers, past end 
present, far alleged co ntr a vention at oerfefa provisions of the Foreign 
Exchange Regulations Act, 1973. die Directorate has now caved Mne 
Show Cause Notices on the Company and some of its 
Dfactors/Managers (inducing ex-Directors/ ex -Managers). The reples 
of the Company and the Drectors/Manegere era infer preparation. 
The Customs Authority in Guntur, Anctora Pradesh is also investigating 
related matters tar aleged violations ot cenafa provisions d the Customs 
Act. which IS n process, (nr) The Judoal Managers of FTC Global 
Holdings Pta Ltd.. Singapore, a wholly owned Subsidiary of the 
Company, have indicated claims from the crerfitars ot the company 
ranging between USD 48 m#on and USD 49.8 mWon tor which the 
Board does not accept any legal faulty. Without prajudce to the legal 
rights d the Company, these as being tacked Wo by the Management 
Eventual outcome wff be subject to the approval ot Resenre Bank at 
India and other statutory approvals, (v) The Company along with its 
Subskfary (TC Global HoWngs Pte. Ltd . Singapore has fled a suit in 
a court n me USA agansi the Chriafa Group d Companies (Chteiaa) 


Reg [stored Office: 

Virginia House, 

37 Chowmghae. Calcutta 700 071 . tntSa. 
Dated: 21st November. 1997 


for recovery ot dues ol USD 1 5.94 mWon (ot which USD 12.10 mteon 
is due to tire Company). The Chitafias Bed a counter dam of aroind r 
USD 55 mAon against the Company out ot which claims at USD 41.5 / .■; 
nrvBon have 8face been dismissed by the U.S. otxrt The Company - ^ 
betieves that the balance carter c»atm ol USD 13.5 mil on is also [y? 
without any legal or factual basis and the Company accepts no fabflty 
tor the seme. The suit b pendng. (vf) The Company has an equity re - 
investment interest In TTC Classic Finance Limited (TTC Classic) at 
Rs. 123 acres (49%) through the Company's Subsk&aries and has < 
also extended secured loans and advances of Rs. 66 crores. and 
urbeciaed bane of Rs. 22 crores. ITC Classic b In the process of 
putting Brough a rastructumg pien. The above hetf-yearty results do V 
not taka Into accomi any poadble financial Impact of euch rastiuduing ;'.;1 
plan. (v4) The Dlstrtot Registrar, Kixnod. has served on tha Company 0 
a Notice dated 3.10.97 provisonaly datemtintog deficit Stamp Duly . ., 
and Registratian Fees of Rs.il. 45 crores in connection with the Sale 
Deed dated 27.9.96 executed by rTC Agro-Tach Ltd., In favour d the - V 
Company on sale ot Its Mantrdayam underta ki ng. The Compeny 
accepts no kfaltykitm regard and wfl shortly Be Its ofatectionBloihb 
provisional det e rmin a tion, (vfl) The above b as per Stock Exchange 0 
Regdations and doe3 not tabs Wo account the Exdse issues deputed 
by the Company. 

V-, 

FOR AM3 ON BEHALF OF T>« BOARD *•* 
(Sdf-) 

RMITTB4 * 
DBECTOR ’A 


Stagecoach launches points scheme 


‘ > By Charles Batchelor, 
Transport Correspondent 

A “bus points" scheme to 
provide bus passengers with 
similar benefits to the air 
miles promotions run by air-. 
. lines has been launched by 
Stagecoach as part of a pro- 
gramme to boost bus use. 

Stagecoach hopes bus 
paints will boost revenues 
and launched a trial scheme 
two months ago with its 
three Scottish companies. 
Howeve r , thin was loo late to 
contribute to yesterday’s 
announcement of a 50 per 
cent rise in first half pre-tax 
profits to £703m ($117.7m). 


Under the scheme, passen- 
gers qualify for a £1 voucher 
from retailers, including 
Marks & Spencer, Argos and 
McDonald’s, for every £30 of 
bus tickets they send in. 

. One early result has been 
.cleaner buses, though Stage- 
coach says it is alert to 
people collecting other pas- 
sengers’ discarded tickets. 
"We would be suspicious if 
someone sent in £30 of tick- 
ets all with same date,” said 
Keith Cochrane, finance 
director. Bos points repre- 
sents an addition to the com- 
pany’s range of marketing 
initiatives, which include 
running older, lower-fare 


buses alongside its own full- 
fere modern vehicles on 
busy routes. 

Stagecoach’s UK bus busi- 
nesses achieved a 1.9 per 
cent increase in passenger 
numbers against a a 1 per 
cent decline in the industry 
generally. Operating profits 
in the division rose from 
Sao.Tm to £33.ftn after allow- 
ing for the £2m start-up 
costs of a new bus operation 
in Glasgow. 

The star performer was 
the privatised Porterbrook 
rolling stock leasing com- 
pany, acquired last year, 
where operating profits rose 
to £62.7m from £13. 5m on 


revenues of £136m. Porter- 
brook has been the most suc- 
cessful bidder for new train 
contracts and has confirmed 
orders worth £250m. 

The government is review- 
ing whether to extend rail 
regulation to cover the three 
privatised rolling stock leas- 
ing companies and Save our 
Railways, a lobby group 
opposed to privatisation, 
called yesterday for minis- 
ters to put an end to Porter- 
brook’s “fet cat profits.” 

But tbe company pointed 
to guarantees it gave when it 
acquired Porterbrook not to 
increase leasing fees when 
current contracts expire. 


Board shake-up 
at Royal & Sun 


Colloids opens bid 
defence with £32m 


Quadrant HealthCom Inc. 

(an affiliate of M.E. Zukerman & Co. Incorporated) 
has acquired 

Churchill Communications North America 

and 

Churchill Communications Europe 

from affiliates of 

Pearson pic 

We assisted Quadrant HealthCom Inc. in the negotiation and financing 

of the transaction 

M.E. ZUKERMAN & CO. 

Incorporated 


November 1997 


450 Park Avenue. New York. New York 10022 
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By Christopher Adams, 
Insurance Correspondent 

Richard Gamble, chief 
executive of Royal & Sim 
Alliance, is to leave the 
UK's biggest composite 
insurer. In an unexpected 
boardroom shake-np 
announced yesterday, execu- 
tive deputy chairman Roger 
Taylor will also relinquish 
Us management role. 

Robert Mendelsohn, a VS 
citizen who heads the 
group's American business, 
wSD become chief executive. 

The move follows mount- 
ing speculation about a 
strategy rift between Mr 
Gamble. 57, and Mr Taylor, 
55, who held the top jobs at 
Royal Insurance and Sun 
Alliance before they merged 
last year and have overseen 
their integration. Mr Taylor 
will continue as deputy 
chairman, but in a non-exec- 
utive capacity. 


RESULTS 


Analysts had voiced con- | 
com that the management 1 
structure imposed after the 
merger, which divided exec- 
utive responsibility 
betweem tbe two. was con- 
fusing and unwieldy. 

Shares in the group rose 
14p to 560p yesterday as 
investors reacted positively. 

Patrick Gillam, the 
recently appointed chairman 
of the group, said: “There 
are periods in the lives of 
big companies when yon 
have to make changes and 
that's what we’re doing. It 
was a boardroom decision.” 

His comments appeared to 
contradict rece nt statements 
from the company denying 
any pressure to redefine 
their roles. 

Mr Mendelsohn. 51, helped 
turn round Royal Insur- 
ance’s poorly performing US 
operations, but has yet to 
extract strong growth from 
them. 


Prefax 

pre«{fa 9 


By Endko Terazono 

Allied Colloids, the UK-based 
speciality chemicals group, 
yesterday placed the first 
plank in its /tafancp against 
the £1.07bn (*1.78bn) bid 
from US rival Hercules when 
it unveiled first-half pre-tax 
profits up 52 per cent to 
£32. lm- 

Hercules rapidly hit back, 
saying the figures were "at 
the bottom end of analysts' 
expectations". 

Excluding a maiden £7.8m 
contribution from CPS. 
bought in November 1996, 
Allied’s pre-tax profits rose 
15 per cent to £S&3m in the 
six months to September 30. 

Sales rose IS per cent to 
£247m including £43m from 
CPS. The figures were struck 
after 'a one-off £2m charge 
for consultancy and a loss of 
£500,000 from the superab- 
sorbents business, sold last 
month. 


Cwrent 

P3!m«(p) 


David Farrar, chief execu- 
tive, said the figures showed 
the benefits of growth flow- 
ing through to the bottom 
line. He said Hercules’ criti- 
cism was “inevitable nitpick- 
ing." 

He said the CPS acquisi- 
tion had enabled more bulk 
buying, cutting raw material 
costs. Manufacturing effi- 
ciency had increased. 

Overhead costs excluding 
CPS and after currency 
changes rose by 3.8 per cent, 
while operating margins 
rose from 11 per cent to 15 
per cent. 

Net debt totalled £l50m, 
giving gearing of 72 per cent, 
up from 59 per cent as the 
company invested £2lm and 
built up stock ahead of the 
second half. Earnings per 
share rose 27.3 per cent to 
3.5p (2_75p). The interim divi- 
dends is 0.725p (0.64p). The 
shares yesterday rose ip to 
169p. 


Dividends — — — 
Conraponfafl Total lor 
■Mdsnd year 
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COMPANIES AND FINANCE: UK 


Hogg Robinson near 
to US acquisition 


By Roger Taylor 

Hogg Robinson is close to a 
US acquisition in the latest 
piece of its strategy to build 
a global business travel busi- 
ness. 

The move, together with a 
£15m <$25m) share buy-bach 
announced yesterday, will go 
h long way towards using up 
the company’s £37. 5m cash 
pile following the manage- 
ment buy-out of its transport 
division in September for up 
to £23m. 

The news came as Hogg 
reported interim pre-tax 
profits of £i.9m (£l4m) after 
writing off £12. 8m of good- 
will on the sale of the trans- 
port division. 


David Radcliffe, chief exec- 
utive, said the sale allowed 
the company to focus on 
business travel an d ftnanrfai 
services. He said the travel 
side would be the focus of 
-future expansion. 

Hogg Robinson operates 
through an alliance of 
regional operators, but it 
aims to buy control of busi- 
nesses in other areas, 
starting with the US. 

Mr Radcliffe said that the 
company could barrow about 
£40m which with the £37J5m 
cash gives its spending 
money of about SSOm, allow- 
ing both acquisitions and a 
share buy-back. The com- 
pany is buying back 7-5 per 
cent of its shares but has 


permission to buy back a 
further 7,5 per cent 

Excluding exceptional 
costs and discontinued 
Operations, profits were up 
20 per cent at £i<L53m for the 
six months to September 30 
os sales of £790m (2760m). 
On the same bads, earnings 
per share were up at U-Oip 
(8J97p) but after except! on- 
als, there was a 3.7p loss. 

Mr Radcliffe said the 
results would have been 
stronger had it not been for 
a Elm hit from the strong 
pound. The company's 
shares lost about one third 
of their value after the com- 
pany warned in January 
that profits would be hit by 
adverse exchange rates. 



Asf*>> Aetmood 

David Radcliffe: Hogg had spending money of about £80m 


Alba takes colourful route to £3.2m 


By Andrew Davis 

Strong demand for consumer 
electronics products, bol- 
stered by windfall gains 
from demut ualising building 
societies, helped Alba more 
than double first-half pre-tax 
profits to £3.22m_($5.37m) 
Daniel Harris, chief execu- 
tive, said a “mood of opti- 


mism" had underpinned the 
performance, which included 
a 39 per cent jump to 
in sales at the Bush Radio 
unit. Strong trading across 
the group had continued into 
the second halt he said. 

The company, which takes 
in the Alba, Bush, Hinari 
and Goodmans brands, had 
also benefited from starting 


to use brightly coloured cas- 
ings on larger products such 
as televisions, and tailoring 
them for different uses, such 
as computer games. 

The jump io pre-tax profits 
from £I.43m to fiWm in the 
half year to September 30 
came on sales ahead from 
£79.3m to EllO^m, including 
a £l0.7m contribution from 


Roads tar, the lossmaking 
Swiss group bought for £3m 
in March. However, last 
year's pre-tax result was 
depressed by a £L35m reor- 
ganisation charge. 

Mr Harris said profits 
growth had been driven by 
increased volumes ynd gains 
in market share - margins 
and prices were steady. 


Roadstar. which was tak- 
ing the group into new con- 
tinental European and Mid- 
dle Eastern markets, was 
expected to break even this 
year and to start contribut- 
ing next time. 

Tbe interim dividend rises 
to i.4p (L25p) on earnings up 
from 2.2 ip to 4.76p. Tbe 
shares gained 8WP to 207V*p. 


VideoLogic 
sets sights 
on transfer 
to Nasdaq 

By Christopher Price 

Shares in VideoLogic fell 10 
per emit yesterday after the 
3D graphics specialist 
announced doubled losses, a 
restructuring provision, and 
the retirement of Tony 
Maclaren, its founder and 
chief executive. 

However, Geoff Shingles, 
chairman, criticised the 
reaction of the market: “We 
are in the wrong market at 
the wrong price.” He said 
the company would be 
looking at transferring to a 
listing on the Nasdaq stock 
market in the US, where “at 
least then we might get a 
proper valuation." 

Mr Shingles said the 
“extremely positive" results 
drew a line under the 
group’s new strategy. This 
involved a move away from 
producing plug-in 3D 
graphic cards for personal 
computers to concentrating 
on designing specialist sili- 
con chips and software. 

This had caused sales to 
fall 26 per cent to £5-5m, 
(S9.2m) and was also respon- 
sible for a £1.9m provision 
for closing the US card sales 
operation. Pre-tax losses 
more than doubled to £Z9m. 


LEX COMMENT 

Royal & Sun 

i Royal & Sun Alliance ^ Sun ABbftce 

| shareholders should wel- share price since merger relative 
come the tidying up of the to ftse AB-Share 

management structure, -wo - - - • - - 

j The clumsy cohabitation 1 

j arrangement that lapses I 

with Robert Mendehban's «o — -« IT 

appointment as chief exec- fe | .11 

utive never looked dura- ^ ill I jU | 

That said, its faults were 1 i j a UVfl 
probably overstated. While \ uf n V 

the priority was bedding 11fl ur^ ■ 

down last year’s merger, it ” 

was sensible enough to i i 

have its two architects at m ran 

tbe helm. And if this was sw dmhwmicv 
the cost of getting the 

merger in the first place, it was a small price to pay. 
Outsiders may have wondered where the buck stopped, 
but it is not clear the company suffered. However, with 
80-90 per cent oT R&SA integrated, the old structure was 
starting to look past Its sell-by date. 

A new strategy is required and. os with any other 
company, one person should be responsible for delivering 
it. By overlooking tbe two incumbents and appointing the 
highly regarded Mr Mendehlson, Patrick Gillam, chair- 
man, appears to have achieved a neat solution to a tricky 
problem. 

With luck, Mr Mendehlson will bo able to repeat his US 
success with the whole group. One priority wilt Involve 
developing a decent non-UK strategy. Not only do its 
businesses in countries like Germany, Italy anil Spam 
lose money, but they compare unfavourably with competi- 
tors like Generali and Allianz. 

The other will be to leverage the company's 16 per cent 
UK market share to greater advantage. If Mr Mcndehlsun 1 
succeeds, he may even be able to attract a fancy US style i 
rating. 


To the shareholders of 

Great Nordic Holding Ltd. 

in liquidation 


Notice Is hereby given by the liquidators that the 
Extraordinary General Meeting of the Company will 
be held on Thursday 18 December 1997 at 3.00 pm at 
the Company's registered office. Kgs. Nytorv 26, 
DK-1016 Copenhagen K. to transact the following 
business: 

a) To pass a resolution to finally complete the 
liquidation including to receive and adopt the 
liquidation accounts. 

For the passing of the resolution set out under item a) 
on the agenda, which is proposed unanimously by the 
liquidators. Article 15, see Article 14, sub articles (2) 
and (3) of the Articles of Association, requires that at 
least half of the voting share capital be represented 
at the general meeting and that the resolution be 
carried by at least two thirds of the votes cast and of 
the voting share capital represented at the general 
meeting. 

o . • • ; » 

in the event that the above-mentioned amount of the 
share capital is not represented, but where a resolu- 
tion is carried by the qualified majority of votes 
referred to in Article 14, subartide (2) of the Articles 
of Association, another general meeting shall be con- 
§ vened within the subsequent fourteen days, at which 
meeting the resolution shall be passed irrespective of 
the amount of the voting share capital represented, 
if two thirds of the votes cast and two thirds of the 
voting share capital represented are in favour of the 
resolution. 

From Tuesday 9 December 1997 the agenda and the 
full and complete resolution to be proposed at the 
general meeting, as well as the liquidation accounts 
induding the Auditors' Report will be available for 
inspection by the shareholders at the Company's regis- 
tered office. Kgs. Nytorv 26. third floor, Copenhagen K. 
Denmark, and at the registered office of GN Great 
Nordic Ltd. in Great Britain, Great Nordic House, 

204 Godstore Road, Surrey, and at Hambros Bank Ltd, 
41 Tower Hill, London. Not later than eight days prior 
to the general meeting, the above material will also be 
sent to every shareholder on the Company's register of 
members at such addresses as the shareholders have 
supplied to the Company. 

Admission cards to the general meeting will, until five 
days prior to the meeting, be available on request 
from the Company's office on all weekdays (Saturdays 
excluded) between the hours of 10 am and 4 pm to 
any shareholder who can prove a good tide to his 
shares. As ter as bearer shares are concerned, the 
shareholder shall prove his title to such shares by 
presenting a statement of his holdings of shares in 
the Company, dated 5 December 1997 and issued by 
the shareholder's account-holding bank. 

Shareholders who have acquired their shares byway 
of transfer are qualified to vote at the general meet- 
ing only on condition that they are entitled to attend 
the meeting pursuant to the above-mentioned provi- 
sions and, by the date when the general meeting is 
convened, have arranged for their shares to be 
entered into the Company's register of members or 
have submitted notification and documentary proof 
of their acquisition of shares in the Company. 


C 6 For haute couture 
you go to Paris. 

And for asset 

management ?77 


T o Geneva, of course. Its Private Bankers have developed 
made-to-measure asset management into an art Unique 
investment expertise and a global perspective have estab- 
lished their worldwide reputation for capital growth... 
a reputation they have ably defended for 200 years. 


Copenhagen, 2 December 1997 
The liquidators 
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Les Echos 


Geneva's Private Bankers 

LIBERTY - INDEPENDENCE ■ RESPONSIBILITY 


FINANCIAL mra 


The FT ran help you reach additional business 
readers in France. Our link with the French 
business newspaper. Les Echos, gives you a 
unique recruitmafll advertising opportunity to 
capitalise on the FT’S European readership 
and to target the French business worfd. 

For inlofrnalton on raias and further details 
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BORDIER&Cie 

(IB44) 


DARJER HENTSCH&Cie 

(1796) 


In Geneva: 

LOMBARD 0D(ER&Cie 

(I79B) 


MIRABAUD&Cie - PICTET & Cie 

({619} (1805) 


Toby FHxJen-Crofts on +44 171 8734027 
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BUSINESS AND THE ENVIRONMENT 


Michiyo Nakamoto on progress towards retrieving ozone-depleting gases in use in air conditioning and refrigerators 


W hen the Montreal 

Protocol CaTHng for 
a reduction In 

ozone-depleting 
uuurouuorocarbons (CFCs) was 

ffi 66 ?* decafle a«o. Japanese 
industry moved quickly to 
replace the harmful gases with 
substitutes. 

Production of CFCs has been 
halted, in line with the country’s 
international commitments. But 
Japan has been slow to recover 
CFCs already in use and to pre- 
vent the gases from escaping and 
eating into the ozone layer, 
which protects the earth from 
harmful ultraviolet rays. 

Now the Japanese government 
has finally moved to address the 
pressing need to recover CFCs 
still in use. In September, the 
authorities agreed with industry 
on proposals for voluntary efforts 
to recover CFCs from products 
such as air conditioners In cars 

and refrigerators destined for the 
rubbish dump. 

As the UN Conference on Cli- 
mate Change gets under way in 
Kyoto this week. Japanese offi- 
cials emphasise that the govern- 
ment has done everything 
required of it under the Montreal 
Protocol. That includes a total 
ban on production after 1995 and 
the gradual phasing out of substi- 
tute gases, such as hydrochloro 
Duorocarbons (HCFCs). 

Japan has been more meticu- 
lous than most other countries in 
compiling data on the state of 
CFG recovery efforts, notes Moto- 
faaru Yamasaki, deputy director 
of the Environment Agency's 
Wide Area Atmospheric Protec- 
tion Office. 

“There are hardly any other 


Japan recovers 
its CFC record 


countries, apart from Japan, that 
collect data on how much CFC is 
actually being recovered," he 
says. 

Nevertheless, the authorities 
acknowledge that greater efforts 
need to be made towards the 
recovery of the ozone-depleting 


In contrast to many western 
countries, there is no legislation 
in Japan banning release of CFCs 
into the environment. The 
authorities must rely on the 
goodwill of users in industry as 
well as the general public to 
ensure that the gases do not 
escape into the atmosphere. 

While CFCs have not been pro- 
duced in Japan since 1995. there 
is still a considerable volume of 
the gases in use, particularly as 
coolants. The Ministry of Interna- 
tional Trade and Industry calcu- 
lates that the use of CFCs has 
fallen to about 180,000 tonnes a 
year, down 14 per cent from the 
peak in 1989. 

The semiconductor Industry, 
which was a substantial user of 
CFCs as a washing agent, has 
more or less completed the 
switch to HCFCs. Vehicle manu- 
facturers have been using HFCs 
instead of CFCS for air condition- 


ing since 1994. according to the 
Japan Automobile Manufacturers 
Association. 

But vehicles made before 1994 
are likely to contain CFCs in 
their air conditioning, which is a 
common feature of Japanese 
care. “There are many companies 
that take the CFC out of the 
product - like car air condition- 
ers - and put them into tanks , 
but do not know what to do with 
it," says Masataka Saburi, deputy 
director of the Ozone Layer Pro- 
tection Office at Miti. “The facili- 
ties to decompose CFCs are 
expensive to use and some com- 
panies have even just thrown the 



tanks away," he says. 

Furthermore, CFCs are tn wide 
use in commercial air condition- 
ing. When buildings are torn 
down, the chances are that the 
CFCs in the air conditioning will 
escape into the air. 

The Environment Agency esti- 
mates that about 44,000 tonnes of 
CFCs might be recovered from 
products in use. A further, 
unknown quantity, exists in the 


form of insulating material and 
other materials and cannot be 
readily recovered. 

The bulk of the CFCs which 
can. be recovered is in car air 
conditioners, which comprise 
23X00 tonnes or 52 pea- cent of the 
total. Commercial refrigerators 
and air conditioners make up 34 
per cent or 15,000 tonnes, while 
home refrigerators account for 14 
per cent, or 6X00 tonnes. 

So far, Japan has focussed on 
encouraging recovery without 
the force of legislation. But the 
strategy has not been as success- 
ful as the authorities would have 
liked. 

An environment ministry sur- 
vey shows that while CFC is 
recovered from 57 per cent of 
home use refrigerators that are 
entrusted to local governments 
for disposal, the ratio falls to Just 
18 per cent for commercial refrig- 
erators and air conditioners, 8 £ 
per cent for old refrigerators 
taken back by retailers, and a 
meagre 12 . per cent for car air 
conditioners. 

Mr Saburi at Miti points out 
that one of the difficulties has 
been the lack of infrastructure. 
Unless there Is a relatively easy 
system for companies to have 
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CFCs collected, transported and 
dealt with at facilities, they will . 
not be encouraged to do -so, he 
notes. 

The high cost of having the 
gases decomposed is another 
obstacle that has kept recovery 
levels low. “There is a need for 
incentives to encourage compa- 
nies to recycle because if it is 
cheaper to throw it away than to 
recycle or have it decomposed. 


CfctGmfe 

he 


thsn our efibrtB won’t work, 
says. 

So far. the Japanese authorities 
have remained lukewarm on the 
idea of introducing legislation to 
force companies to have used 
CFCs decomposed at special facil- 
ities. Even if legislation is intro- 
duced, without -solving the prob- 
lem of infrastructure and how to 
pay for recovery, legal enforce- 
ment will not be effective, Mr 


Saburi says. What’s more, 
because CFC is a gas, there is no 
way to find out if anyone & 
breaking the rules, he points out- 

It is relying on voluntary mea- 
sures proposed by each industry 
to collect CFCs and have to® 
gases decomposed. Hie burden of 
the cost will be shared between 
industry and users, with industry 
paying for the capital investment 
and users shouldering the cost oi 
running the facilities. 

Vehicle users, for example, wrn 
have to pay a fee when they 
trade in their car, to have the. 
CFC in the " air conditioning sys- 
tem taken to- a facility and 
decomposed. Companies which 
supply air conditioning to com- 
mercial buildings will he held 
responsible for recovering the 
CFCs in the building when it is 
torn down, notes Mr Yamasaki at 
the Environment Agency. 

- Meanwhile, the Japanese gov- 
ernment and industry have 
p len ty of other related issues to 
deal with. HCFCs. used as a 
replacement for CFCs, will have 
to be phased out by 2030. 

Of greater concern is the 
mounting momentum for a 
reduction in HFCs. which have 
been Increasingly used as a CFC 
substitute. The global wanning 
potential of HFCs is 1X00 times 
that of carbon -dioxide. 

. There is a growing possibility 
that calls for a phased reduction 
in HFCs will arise at Kyoto. The 
problem is that "it is not at all 
easy to find replacements for 
HFCs." points out Touru Nagay- 
ama, section chief in the control 
and co-operation division of the 


Costa Rica puts a price on C0 2 

Caspar Henderson explains how ‘carbon credits’ could be used in climate negotiations 


F or at least as long as there 
have been markets, people 
have had a taste for exotic 
goods. But no andent 
Phoenician trader could have 
dreamt that there might one day 
be an international market in a 
constituent of the atmosphere. 

Now that may be taming into 
reality. Under the auspices of the 
United Nations Commission on 
Trade and Development, a pilot 
scheme to trade permits for 
carbon dioxide emissions is 
being created. 

The aim is to establish by the 
middle of 2000 a mechanism to 
help nations find the most 
cost-effective way to reduce their 
emissions of this gas, thought to 
be the principal contributor to 
climate change. 

Critics, which indude business 
interests and environmental 
groups, say the Unctad scheme 
will face difficult if not 


in surmoun table problems. The 
extent to which rich and 
industrialising countries should 
co-operate has been a stumbling 
block on the road to the Kyoto 
conference on climate change. 

Amid this uncertainty the 
government of Costa Rica has 
seen an opportunity. It has 
created environmental bonds 
called Certified Tradable Offsets 
(CTOs), each of which 
corresponds to one ton of carbon 
“fixed" by Costa Rican forests 
(as trees grow they absorb 
carbon dioxide, release oxygen 
and use the carbon to build up 
their mass). 

In the first poblidy traded 


scheme of its kind, Norway has 
bought (2m worth of CTOs at $10 
each. If the scheme takes off, 
countries which buy the bonds 
would use these carbon credits 
as a bargaining chip in 
international eHmat-o 
negotiations. Norway’s aim, 
however, is to kickstart the 
market. 

Money from the sale of CTOs 
will go to a revolving fond - also 
topped up by a domestic fossil 
fuel tax - for regeneration and 
protection of Costa Rica’s 
forests. Reforestation is a central 
plank of the nation’s sustainable 
development strategy: Costa Rica 
is (me of the most deforested 


countries in Latin America. In 
the 1970s and 1980s tree felling 
was, ironically, supported with 
foreign aid. 

Frank Joshua, head of the 
Unctad greenhouse gas 
emissions trading programme, 
welcomes the Costa Rican 
experiment: “It is quite 
valid . . . but there are 
difficulties." A great deal of 
resistance remains to including 
carbon forest “sinks” in a basket 
of offset measures, he says. Some 
environmentalists, such as 
Greenpeace International’s Bill 
Hare, have expressed doubts that 
CTOs could ever be credible. Up 
to now. he explains, there has 


been no international 
certification system to ensure 
that any extra trees planted will 
remain standing. 

Bnt Pedro Moura-Costa. 
managing director of 
Eco-Securities, a pioneer in offset 
brokering and mmmp^nwit says 
this concern is outdated. The 
CTOs win be guaranteed under a 
newly-created independent 
verification service for forestry 
offsets, he says- Eco-Securities 
developed the system with SGS 
Forestry, a division of the 
largest inspection, testing and 
monitoring organisation in the 
world. 

In the Costa Rican scheme. 


“small farmers are provided 
with aid to maintain and harvest 
sustainably from forest land, and 
there are new mechanisms to 
make forestry more attractive 
than cattle ranching," says Mr 
Moura-Costa. Support will also 
go to improved demarcation and 
fire prevention for Costa Rica’s 
national parks. ' 

It is too soon to say whether 
-Costa Rica’s initiative will 
succeed, and whether it will 
stimulate other such 
carbon-trading schemes. David 
Harrison, a US economist, says 
the toughest challenge for any 
proposed carbon market would 
be how to allocate emissions 


allowances in a manner 
acceptable to both developing 
and developed countries. 

Bnt there has been a great deal 
of behind-the-scenes interest 
from other forested countries, 
according to Richard Sandor, 
rhatrman and chief executive of 
Chicago-based Centre Financial 
Products, which is helping to 
develop the Unctad scheme. A 
small bnt viable market is 
possible, he says. 

“Once trading is going on I 
think we will see three things 
happen: prices (per ton of carbon 
offset] win fall below what 
models forecast second, 
perceptions will change; and 
third, the market will motivate 
people to come up with 
additional cost-effective 
programmes. Perfection is 
impossible, but delay is 
unacceptable. Let us start now 
and improve as we go.” 
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Tomorrow the Financial Times 
will be auctioning off its premi- 
um advertising sites at bargain 
rates and donating ail the money 
raised to the NSPCC. 

The advertisements will appear 
in the Christmas Eve edition of 
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a Christmas message to a 
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call Courtney Anderson on 
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TENDER NOTICE 

UK GOVERNMENT 
ECU TREASURY BILLS 

For tender on 9 December 1997 

1. The Bank of England announces the issue by Her 
Majesty's Treasury of ECU 1,000 million nominal of UK 
Government ECU Treasury Bifls, for tender on a bid-yield 
basis on Tuesday, 9 December 1997. An additional 
ECU 50 million nominal of BHte will be allotted directly to the 
Bank of England for the account of the Exchange 
Equalisation Account 

2. The ECU 1,000 milion of Bills to be issued by tender 
wifi be dated 11 December 1997 and will be in toe following 
maturities: 

ECU 200 million for maturity on 15 January 1998. 

ECU 500 million for maturity on 12 March 1998. 

ECU 300 million for maturity on 11 June 1998. 

3. All tenders must be made on the printed application 
forms available on request from the Bank of England. 
Completed application forms must be lodged, by hand, at 
the Bank of England, Customer Settlement Services, 
Threadneedle Street, London not later than 1 0.30 a.m., 
London time, on Tuesday. 9 December 1997. Payment for 
Bills allotted will be due on Thursday, 1 1 December 1 997. 

4. Each tender at each yield for each maturity must be 
made on a separate application form for a minimum of 
ECU 500,000 nominal. Tenders above this minimum must 
be in multiples of ECU 100,000 nomlnaL 

5. Tenders must be made on a yield basis (calculated on 
the basis of the actual number of days to maturity and a 
year of 360 days) rounded to two decimal places. Each 
application form must state the maturity date of the Bills for 
which application is made, the yield bid and the amount 
tendered for. 

6. Notification will be despatched on the day of the tender 
to applicants whose tenders have been accepted In whole 
or in part. For ^jplicants who have requested credit of BBis 
in global form to their account with ESO, Euroclear or 
CEDEL, Bills will be credited in the relevant systems against 
payment. For applicants who have requested definitive 
Bills, Bills will be available for collection at Customer 
Settlement Services, Bank of England after 1.30 p.m. on 
Thursday, 11 December 1997 provided cleared funds have 

j been credited to the Bank of England’s ECU Treasury BIDS 
1 Account No. 59005516 with Lloyds Bank Pic, Bank 
Relations, St George's House, PO Box 787, 6-8 Eastcheap, 
London EC3M ILL Definitive Bills will be available In : 
amounts of ECU 10,000, ECU 50,000, ECU 100,000, 
ECU 500,000, ECU 1,000,000, ECU 5,000,000 and 
ECU 10.000,000 nominal. 

7. Her Majesty's Treasury reserves the right to reject any 
or part of any tender. 

8. The arrangements for the tender are set out in more ' 
detail in the Information Memorandum on the UK 
Government ECU Treasury Bill programme issued by the 
Bank of England on behalf of Her Majesty's Treasury on 
28 March 1989, and in supplements to the Information 
Memorandum. Ail tenders will be subject to toe provisions 
of the Information Memorandum (as supplemented) and to 
the provisions of this notice. 

9. The ECU 50 million of Bills to be allotted directly to the 
Bank of England for the account ol the Exchange 
Equalisation Account will be tor maturity on 11 June 1998. 
These Bills may be made available through sale and 
repurchase transactions to the market makers listed in the 
Information Memorandum (as supplemented) in order to 
facilitate set! foment. 

10. Copies of the Information Memorandum (and 
supplements to it) may be obtained at toe Bank of England. 
UK Government ECU Treasury Bills are issued under the 
Treasury Bills Act 1877, the National Loans Act 1968 and 
toe Treasury Bills Regulations 1968 as amended. 

Bank of England 
2 December 1997 
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It’s only a 
short walk 
into our 
future 



Hie MflJeoniinn Bridge 
2000 


This design won an open competition organised by the RIBA. 

It represents the best of British Architecture and Design and is the result of collaboration 
between Foster and Partners, Sir Anthony Caro and Ove Amp and Partners 



...The Financial Times is very pleased to announce 
the formation of the Millennium Bridge Trust. 

This is the stunning design for London’s first new river crossing in a century. 

It presents both public and private organisations with an opportunity to contribute funds, and secure 
a place in history. 

The Millennium Bridge is for pedestrians only, and links Sl Paul’s Cathedral to the 
new Tate Gallery of Modem Art, a meeting of ancient and modem, spiritual and temporal, 
which could not be more appropriate to the event it commemorates. 

With the support of the Financial Times, whose Chairman David Bell heads the Millennium 
Bridge Thistees, and with financial help from J.Sainsbuxy pic and the Cross River Partnership the 
project has secured a grant of £7.1 million from the Millennium Commission. As it moves to 
completion in the Spring of the year 2000 it will stand as a lasting testament to the spirit of the age. 

As a bridge for the people, a link for London and a symbol for Britain, this new 
Millennium Bridge provides a short walk into a long and prosperous future. 

For further details contact the Project Director, Malcolm Reading, on 0181 741. 4381. 


Millennium Bridge Trustees 

David Bell — Chairman 
Financial Times 

Brigadier Robert Acworth 
St. Paul’s Cathedral 

Lord Alexander of Weedon 
NatWest Group 

Colin Amery 

World Monuments Fund UK 

Roger Dancey 
City of London School 

Niall Duffy 

London Borough of Southwark 

Stephen Harrison 
Bankside Residents’ Forum 

Sir Michael Perry 

Globe Theatre & Centrica pic 

The Very Reverend Colin Slee 
Southwark Cathedral 

Lord Sainsbury of Turville 
J.Sainsbury pic 

Dennis Stevenson 
Tate Gallery & Pearson pic 

Hugh.Stevenson 
Mercury Asset Management 
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INTERNATIONAL CAPITAL MARKETS 


Germany leads European sector higher 


government bonds 


By Simon Davies in London 
and John Labata 
in New York 

European bond markets 
moved strongly higher on a 
quiet day, with few thoughts 
that Alan Greenspan, the 
Federal Reserve chairman, 
would choose to reignite 
fears of “irrational" markets 
In a speech in New York last 
night 

Mr Kit Juckes, bond strat- 
egist at NatWest, said: “This 
is a very bond-friendly envi- 
ronment for European 
bonds. Europe has virtually 
no inflationary pressures at 
all," and certainly continu- 
ing bad news from Asia has 
pointed to slower growth 
rates in the west. 

However, there are few 
economic statistics to 
provide further Impetus for 
bonds this week, apart from 
the US non-farm payroll 


numbers due on Friday. 

Germany led the way yes- 
terday, but other European 
markets followed, and 
spreads against bunds were 
mostly unchanged in the 
cash markets. 

On the London Interna- 
tional Financial Futures and 
Options Exchange, the 
December BUND contract 
closed above the 104 level for 
the first time. It settled 0.29 
points higher at 104L27, just 
0.06 off the day’s high. About 
170.000 contracts were 
traded. 

Mr Juckes said that a 
stronger D-Mark, and 
competitive pressures from 
Asia following recent 
currency devaluations and 
dwindling domestic demand , 
would stifle exports - one of 
Germany’s few buoyant 
sectors. 

“The bund yield should be 
at 5 per cent,” Mr Juckes 
argued, compared with the 
current yield of 5.4 per cent 


in the cash market 

FRENCH OATS also 
pushed higher, with the 
December contract settling 
at 100.54, 0.24 points higher. 
In the cash market bonds 
moved in line with bunds, 
with the adjusted yields 
remaining identical 

In the UK GILTS market 
volumes have already 
shifted in favour of the 
March contract which set- 
tled % higher at 120, but 
trading remained extremely 
subdued, with only 43,000 
March contracts traded. 

The pick-up in bond 
futures came mostly in the 
afternoon, with Germany 
providing much of the inspi- 
ration. 

In the cash market, the 
yield spread against bunds 
narrowed by one basis point 
to 116. 

There is still some concern 
about the possibility that the 
UK's monetary policy com- 
mittee could opt for a final 


rate increase for the year 
when it meets tomorrow. 

The short sterling market 
is still projecting another 
increase, but the consensus 
among economists is firmly 
in favour of no move before 
next year. 

Meanwhile, trading 
remained quiet, even In the 
newly launched gilt strips 
market. 

Traders said that news 
that the UK could be kept 
out of the so-called “Euro- 
club’* for members of Euro- 
pean monetary union, would 
have little Impact on market 
sentiment. 

However, if tensions 
increase considerably, it 
could put pressure on some 
of the peripheral potential 
members of Emu, such as 
Italy and Spain. 

ITALIAN BTPs hit new 
highs yesterday, encouraged 
by rises in Germany and 
also by hopes that the 
November inflation data. 


due to be published tomor- 
row, could provide the Bank 
of Italy with its excuse to cut 
interest rates. 

The December contract in 
London gained 023 points to 
settle at 111.14, but this was 
0.10 off its high for the day. 

SPANISH BONOs also ral- 
lied, settling 0.17 higher at 
105.32. 

US TREASURIES were 
little moved in early trading 
by the release of data bn 
l mding indicators. Ely mid- 
day the benchmark 30-year 
Treasury bond was £ higher 
at 101%. sending the yield 
lower at' 6.034 per cent 
The 10-year note was 
unchanged at lOlfi, yielding 
5.855 per cent, while the two- 
year note was also 
unchanged, at 991, yielding 

5.776 per cent 
“It’s very quiet, with the 
market maintaining a tight 
trading range." said Marcello 
Frustad, senior vice-presi- 
dent gTirt trading manager at 


Daiwa Securities in New 
York . 1 

Bond analysts are waiting 
for the release of November 
unemployment figures bn 
Friday. The leading indica- 
tor figure for October was -a 
gain of 03. per cent, in line 
with expectations. 

Investors were also braced 
for Mr Greenspan^ com- 
ments yesterday evening on 
the state of the markets, at 
his amnia? speech to the 
New York economics dub. 
The Fed chairman’s speech a 
year ago rocked US markets 
with its remaite.abqot “irra- 
tional exuberance*.' 

Analysts are also watching 
the yield curve - the spread 
between the two-year note 
and the 30-year bond - 
which has continued to flat- 
ten in recent weeks as inves- 
tors choose long-term issues 
over shorter-term ones.’ 

In light trading the spread 
- narrowed to slightly more 
than 25 basis points. 


Russian $200m add-on 
gives signs of recovery 


INTERNATIONAL BONDS 


By Edward Luce 
and Samer Iskandar 

The eurobond market was 
a gain dominated by a flurry 
of small and niche-targeted 
deals yesterday as well as a 
$2 00m add-on to Russia's 
recent five-year dollar bond. 

The Russian add-on, which 
was lead managed by SBC 
Warburg, was priced at a 
spread of 15 basis points 
over five-year Treasuries, 
compared with an initial 
launch spread of 20 basis 
points. 

"This indicates the grad- 
ual recovery we are seeing 
in the market,” one official 
said. 

U nlik e the first tranche. 


which was popular with cen- 
tral banks and larger institu- 
tional funds, yesterday's 
add-on was mostly distrib- 
uted to medium-size funds 
and retail buyers. 

DUTCH NBS, a special 
purpose vehicle, was 
brought out by Bear Stearns 
and De NIB - only the third 
mortgage-backed bond to be 
denominated in guilders. 

The FI 956m offering, 
which was split into two 
deals and four tranches, was 
structured as a "pass- 
through” bond. This mrans 
that the principal repay- 
ments are passed directly 
through to the Investor. 

The bonds, which were 
priced at spreads of between 
35 basis points and 46 basis 


points over the Dutch curve, 
have monthly coupon pay- 
ments. 

Roughly one-third of the 
offering went outside the 
Netherlands. The mortgages 
were held by Bouwfonds 
Hypotheken, a Dutch build- 
ing society, and Stad Rotter- 
dam, a Dutch insurer. 

GREECE issued L500bn of 
seven-year notes in the Ital- 
ian market. The coupon was 
set at 53 per cent, but steps 
next year to 6.1 per cent and 
rises again two years later. 
At the re-offer price of 9935, 
the bonds yield 46 basis 
points over London inter- 
bank rates on the lira. 

Credito Itallano, one of the 
l ead managers, said that the 
deal had been warmly 


New international bond issues 
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received by institutional are believed to be in the French franc issue by 

investors and that it expec- pipeline, possibly to be Graape Andre, France’s larg- 

ted retail interest to follow, launched before the end of est shoe maker, might be 

Several high-yield issues the month. Traders said a imminent. 


CAPITAL MARKETS NEWS DIGEST 


Saudi banks seek 
to launch funds 

Several Saadi Arabian banks have filed applications with 
the country’s central bank to launch foreign equity 
investment funds, according to local bankers. 

The move by the banks, including National Commercial 
Rank and Riyad Bank, follows the launch in August by 
Saudi American Bank, which is 30 per cent owned by Citi- 
bank, of the US, of a $250m closed-end fund aimed at for- 
eign investors. The fond is the only vehicle through 
which foreigners can access the Saudi market. 

The Saudi Arabian Monetary Agency, eager to avert 
market volatility, will be moving cautiously. Bankers say 
the agency is not likely to give approval in the short term 
to more than one additional fund. . , 

The Saudi market is the largest in the Arab world, with 
a capi talisa tion of about $57bn. But the over-the-counter 
market has often been criticised for being prone to price 
manip ulation, a claim denied by local brokers. Only 70 
companies are listed and listing rules are such that initial 
public offerings are a rarity. 

Like most Middle East markets, the Saudi market has 
held up well during the Asian crisis - it is up 25 per cent 
this year - but returns since 1994 compare poorly with 
Egypt and Morocco. Ron Freeman, managing director at 

Salomon Brothers, told a London conference this week 
organised by the Arab Bankers Association that the poor 
showing of the Saudi market in recent years was the 
result of its lack of openness. Roula Khataf 

WILLIAM HILL PURCHASE 

Nomura secures £400m loan 

Nomura yesterday secured a £400m syndicated loan to 
finanw. part of its recent £700m acquisition of William 
htii , the UK betting business, from Brent Walker. 

The loan was arranged by Bankers Trust, which is also 
planning to launch a sterling-denominated high-yield 
bond for William HilL The bonds will probably be sold in 
the first quarter of next year, after William Hill releases 
its flmmwfll accounts for 1997. The bond issue would raise 
more thaw £i50m, making it the biggest UK junk bond 
issue. 

The syndicated loan has been launched in three 
tranches with an additional £50m revolving credit. The 
first tranche, of £175m, has been priced at 175 basis points 
over Libor, a second tranche of £100m is priced at 200 
points, anrt a fmal £70m tranche at 225 basis points over 
Libor. The blended cost to Nomura is just under 200 basis 
points over Libor. 

The William Hill acquisition is the latest of a substan- 
tial series of deals by Nomura’s principal finance group, 
which has invested over £6bn in the past two-and-a-half 
years. 

Nomura retained the betting group's former man- 
agement anrt is likely to refinance the business in two to 
three years time, either through a longer-term securitisa- 
tion, or a flotation. Simon Davies 
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CURRENCIES AND MONEY 


to i,u„* *5n sc rambles higher on Tokyo talk 

*1 Markets in New York, said: ently referring to price sta- Dollar . Asian currencies bad fallen nomic news from Jai 

“It's probably the strongest Wlity. But be also said there enough. But when Korea the good news from 
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1 Kuper 

rose yesterday after 
e officials warned 
• latest slide. 

3 Sakaktbara. the 
■ .* vice finance minis- 
ntemational affairs, 
is Mr Yen in tribute 
■nfluence, said: “We 
teemed about the 
ecline in the value of 
. We are prepared to 
appropriate to maln- 
ibiiity of the foreign 
je market" 
londay. the yen bail 
d below Y129 to its 
level against the dol- 
» May 1992. 
her finance ministry 
1, Haruhiko ' Kuroda. 
Excessive depreciation 
yen is counterproduo- 
Japan remained in 
rt with US monetary 
rities regarding the 
icy market, he added, 
ert Lynch, currency 
gist at Paribas Capital 


“It’s probably the strongest 
verbal intervention we've 
bad out of Japanese officials 
in the latest dollar rally." 

Late on Monday Robert 
Rubin. US treasury secre- 
tary,. had hit the dollar by 
reiterating that be shared 
Tokyo’s concerns about the 
weak yen. However, he also 
said that Washington's dol- 
lar policy was «nrhangi«l 

Jesper Dannesboe, trea- 
sury economist at ABN- 
Amro in London, said the 
Japanese c omments implied 
that Y130 was the near-term 
political cap for the yea 
against the dollar. 

Reimut Jochimsen. Bund- 
esbank council member, said 
the dollar’s recent rise would 
“not help us with our stabil- 
ity policies". He was appar- 

■ Poand taNw York 
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Wlity. But he also said there 
had been a slight fall In 
inflationary pressures. He 
had no "acute fears" about 
prices at the moment 

Yesterday's fall in other 
Asian currencies baited the 
yen's rebound. The dollar 
dropped Y0.S against the yen 
and just 0-2 pfennigs against 
the D-Mark to. close in Lon- 
don at Y128.7 and DM1.775. 
The dollar faced- trendline 
resistance at DM1.78. The 
Swiss franc rose 0.5 centimes 
against . the D-Mark to 
SFr0.80L 

The Russian rouble, under 
pressure recently, softened 
slightly to 5,961/63 against 
the dollar. Russia defended 
its currency by raising inter- 
est rates on Monday. 

■ Most Aslan currencies fell 
yesterday as South Korea 
kept the market waiting for 
its expected rescue package 
from the International Mone- 
tary Fund- A report that 
Korea and Indonesia had 
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withdrawn their contribu- 
tions from -the IMF’s bailout 
package for Thailand also 
hurt Asian qpptimpnt 
The Thai baht and Malay- 
sian ringgit suffered as the 
Korean won fell 4 per cent to 
1,228 against the dollar. Jul- 
iet Sampson, emerging mar- 
kets analyst at Bank of 
America in London, said: "A 
few weeks ago you could 
have said the south east 


enough. But when Korea 
goes, there’s more reason for 
them to fell.” 

The ringgit was also hit by 
fresh calls on Monday from 
Mahathir Mohama d, Malay- 
sia's prime minister, to limit 
currency traders’ access to 
leverage and to tax them on 
their profits. He had been 
quiet for a while 

■ Some currency strategists 
have changed their mind 
about the yen since ks 
recent fall. Goldman Sachs, 
in a comment headed “We 
give in - a bit”, lowered its 
three-month yen forecast 
from Y120 to Y128 against 
the dollar. It cited the con- 
trast between the bad eco- 
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nomic news from Japan and 
the good news from the US. 

Brian Marber. the indepen- 
dent technical analyst, notes 
that the yen's effective 
exchange rate against a 
weighted basket of curren- 
cies has fallen through its 
April low. The yen could 
therefore hit YI35 to the dol- 
lar within a fortnight. 

■ The Bank of England 
seems to have been desert- 
ing its “activist approach to 
getting the pound down”, 
Morgan Stanley says. 

Hie government may like- 
wise be resigned to letting 
the market set sterling’s 
level Lord Clinton Davis, a 
junior trade minister, yester- 
day said he realised that the 
pound's strength bad created 
trouble for exporters, but 
added that weakening tbe 
pound was not the govern- 
ment's job. “Let’s hope that 
in the medium to longer 
term tbe matters affecting 
the value of the pound will 
settle down.” be said. 
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aug 

ftFD 

61^691 

-0.1696 371 - 410 

nk 

PI 

3^642 

-04)098 628-666 


(NKri 

12.1256 

-04)889 187 - 315 

J 

(EsI 

304^64 

-0312 808 - 153 


(Pud 

252362 

-0.78 220 - 504 

i 

(SKrt 

13.1001 

-0.052 820 - 082 

land 

(SFi) 

2A099 

-04X54 063 - 115 


a 

- 

. 


- 

13057 

-00041 047 - 067 


- 

1337746 

- 

aa 




■a 

P«») 

13821 

-0.0022 615-628 


PS) 

1.865B 

-0.0024 851 - 684 

i 

<«} 

23820 

-04)064 906-931 

(New Peso) 

13.7167 

-0.0566 084 - 249 


n 

13823 

-OJXE2 818 - 828 

Mkktn Easl/Aftfca 


a 

(AS1 

2.4784 

-0.0062 765 - 802 

ong 

pKS) 

134)168 

-04)001 121 - 215 


<m 

664556 

-04)828 107 - 004 


phk) 

53373 

-O0111 272 . 474 


m 

216/487 

-1262 364 - 61 Q 

—a 

(MS) 

6.0525 

+04)423 427 - 623 

tend 

PZS) 

17704 

*0.0083 678-728 

■ Ines 

(Peso) 

589647 

+00068 630 - 663 

Arabia 

(SR) 

63102 

-04)074 074 - 129 

tore 

(SS) 

2.7085 

*00063 060- 110 

Africa 

P) 

8.1780 

-0 .0164 710 - 809 

Korea 

(Won) 

206536 

+60-79 525 - 643 

n 

(TS) 

543063 

+00588 540 - 585 

nd 

Pb 

703024 

+1358 133 - 815 


Dec 2 


Europe 


BkVaftar 


21.1068 

203733 

20041 

30 

200154 

37 

202807 

3.4 

1024 

Austria 

(Soft) 

613640 

613040 

613662 

43 

600906 

3-9 

594342 

30 

1010 

Batokan 

IB Ft) 

11.4146 

113453 

113S4 

30 

113609 

3.B 

110011 

32 

1043 

Damnaric 

pKr) 

94)660 

94H70 

80824 

4/4 

30373 

30 

87200 

34 

807 

KNfed 

CFM) 

104)377 

93726 

90577 

42 

93S59 

30 

904 

30 

1054 

Franca 

m 

34)004 

20795 

20754 

40 

20571 

30 

20806 

30 

1030 

Germany 

<X»*S 

470395 

487.648 

470345 

-S3 

476071 

-6.7 

493403 

-54 

650 

Greece 

(Or) 

1.1461 

1.1428 

1.1416 

10 

1.1386 

13 

1.1167 

23 

97.1 

Mand 

» 

293605 

291737 

282033 

13 

201241 

10 

285531 

23 

750 

•toy 

H 

613640 

613040 

613682 

43 

600905 

30 

594342 

30 

1010 

Luxembourg 

(IFt) 

33807 

33577 

33523 

4 2 

33318 

30 

3048 

30 

1012 

Netnartanfe 

ffti 

123450 

12.1135 

120822 

43 

120125 

37 

117359 

32 

890 

Noway 

(NKi) 

306044 

304305 

304321 

20 

yvooft 

20 

296.141 

20 

010 

Portugal 

Eal 

25X470 

251300 

251017 

20 

250079 

27 

244015 

30 

760 

Spam . 

(Pta) 

111752 

130606 

130639 

33 

1300® 

20 

12.7966 

23 

85.1 

Sweden 

(S>0) 

24171 

23997 

23S73 

B2 

23752 

50 

22774 

50 

1080 

Switzerland 

(SFr) 

- 

- 

. 

. 

. 

- 

• 

- 

1to4 

UK 

0 

13116 

13033 

13015 

S3 

1.4842 

3.1 

14012 

30 

. - 

Ecu 


" 

- 

- 

- 

- 

" 

" 

■ 

- 

SOftt 

Americas 

- 

13885 

13814 

• 

- 

- 

- 

- 

- 

- 

Argentina 

Pmo} 

13727 

13651 

- 

. 

. 

- 

• 

- 

- 

Bred 

PS) 

24025 

23905 

23844 

S3 

2372 

34 

232P5 

20 

823 

Canada 

PS 

13.7806 

13.7084 

130708 

-133 

14.1524 

-127 

153369 

-11.8 

- 

Mexico (Now Peso) 

10886 

10817 

108 

10 

10751 

17 

1.654 

17 

107.7 

USA 











PadBcrifefcfia EaafrA 

24965 

24761 

24729 

Z.7 

24623 

20 

Z42QZ 

23 

870 

AutiraflB 


13.0612 

130116 

130266 

-00 

13.1037 

-27 

134351 

-32 

. 

Hong Kong 

|M3) 

87.1870 

660107 

. 

. 

- 

. 

. 

■ 

- . 

kxfta 

m 

50474 

50272 

. 

- 

- 

- 

. 

. 

. 

tame! 

(St*) 

218060 

215050 

215067 

70 

212482 

74 

201257 

70 

1194 

tear 


6,1051 

60884 

B0467 

13 

60552 

-02 

6.1577 

-17 

. 

Malaysia 

(MS) 

2.7784 

2-7638 

2.7694 

04 

27681 

02 

2.7587 

Ol 

1053 

New Zealand 

(W2S) 

590322 

583014 

590702 -143 

SI 0325 

-140 

660406 

-120 

- 

Pfiippmes 

(Pte» 

63338 

63074 

B3G37 

12 

62892 

13 

62192 

14 

- 

Baud Ante 

(SR) 

2.7177 

2.6923 

2.714 

-24 

27137 

-00 

20961 

05 

- 

Singapore 

(SS 

82121 

a.ino 

B2384 

-03 

83378 

-70 

B.7376 

-60 

- 

South Africa 

« 

215938 

196905 

• 

- 

• 

- 

- 

- 

• 

South Korea 

(Won) 

54JB0B9 

54.1540 

54.1490 

12 

54X296 

13 

534821 

10 

. 

Tawon 

TO 

703915 

640950 

700598 

-70 

710504 

-40 

730655 

-»0 

- 

ThaCand 

m 


Ctoehng Charge 
mid-part on day 


12.4888 -04)195 856 - 919 
065100 -04)54 900 - 300 

B 7540 -04)123 530 - 560 
83650 -0.011 624-675 

5JM00 -04)076 395 - 405 
1 .7746 -00026 742-750 
278300 -0465 210 - 390 
1X722 404)025 712 - 732 
17384)5 -233 750 - 680 

363100 -04)54 900 - 300 

13998 -04X02 964-001 
73078 -04)423 064 - 091 
191.290 -0.31 240 - 340 

1504)10 -028 970 - 050 

77870 -04)206 845 - 895 
1/4325 -00002 320-330 
1.6823 -00022 618 - 828 
1.1173 400016 169 - 177 
073653 


Da(fsMW 
high low 

125190 12/4480 
m n am 
6.7709 6.7350 
52772 53530 

59546 09199 

1.7793 17890 

27B4B0 277.SZD 
1/4740 1.4686 

174150 173222 
362990 305030 
9Pt¥» 12635 


One mootn 
Ram %PA 


Dm months 
Rata %PA 


DM year J.P Morgan 
Rata %PA index 


72S47 

161/490 

150350 

72152 

1.4333 


09899 
1.1091 
1/421 S 
6.1535 


- 090 - 091 
-0002 216-221 
-0025 510 - 560 


1.1157 


02969 
1.1096 
1 .4233 
01560 


7.1890 

100350 

140540 

77520 

1.4246 

1.BB17 

1.1177 


02996 

1.1090 

1/4210 

8.1500 


a lor Dec l. BMMfcr apvadi h Bre Wound Spot ratito thorn onty tire kw Pro tedrafl pferex. SmMtq todra nWifert by are Bra* at D^ws). B— 

■ ~~rt -nit — rfur —lit — nr rr -r — TTn~*~t — •* * — — ■*-"-* — * — — + «"»- 

*G SPOT and FORWARD RATE qmton. Soma «*m a* route by M FT. 

■range Mm pnrwd inti# tea ere aao avaW* m me Mm* at MteuwKFTxora 


OSS RATES AND DERIVATIVES 


1,4795 1/4725 

7.7380 7.7320 
39 2500 39.1500 
32342 32243 
129210 1284)80 
32200 32550 
12477 12452 
35/4000 34.7000 
3.7514 3.7504 
12120 12000 
42660 42540 
12304)0 11954X) 
ag«u«0 winm 
412300 384)000 

T SDR fee par tier Dec 1. BdtoKerroreefe In Ora DoBra Spot ttefeowofy theta* tore* dednatrtaras. UK. Mend & ECU we »led In 
US curoncy. JJ». Morgan itortol tattoos Doc 1: Bam Mag) ISKMaa 

Tl» endiange Mtaa ptawi ki Ma skat «• Mm atsawai an an keiRNt Et MtpsMNnKFTxan 


1/4732 -04)019 725 - 738 
7.7375 *00045 370-380 
382650 -0006 500 - 800 
3.52S3 -00021 243 - 342 
128285 -0285 660 - 720 
32976 -*003 BOO - 025 

12468 *02071 456 - 477 
354)500 *04)5 000 - 000 

3.7508 *02003 904 - 514 
1.6100 *0007 090 - 110 
42600 -0/0035 586 - 615 
122820 +43 800 - 800 

322215 *0.076 000 - 430 
41.7300 *086 300-300 


1Z4651 

23 

ia«282 

20 

122667 

10 

1022 

36028 

2.7 

304095 

22 

350325 

1.9 

1010 

07413 

22 

6.7224 

10 

£051 

10 

1030 

53526 

2.7 

53354 

22 

52725 

1.7 

803 

50273 

20 

50076 

22 

50281 

10 

1CM.9 

1.7711 

24 

17653 

21 

17416 

10 

1027 

28015 

-80 

2842 

-80 

2963 

-72 

654 

1.4716 

04 

14708 

04 

14812 

-00 

- 

173832 

-02 

173802 

-0.1 

172025 

0.7 

757 

96028 

27 

364095 

22 

350325 

10 

1010 

10055 

20 

1089 

22 

10625 

10 

1012 

7.1819 

20 

7.1711 

20 

70953 

10 

080 

181.147 

00 

16088 

09 

17904 

12 

02.1 

14009S 

00 

148.648 

10 

14807 

13 

760 

7.77B3 

17 

77645 

12 

7.7365 

00 

847 

1427 

40 

1416 

4.1 

10769 

30 

1086 

108 

10 

10751 

1.7 

1.654 

1.7 

1054 

1.1188 

-17 

1.1211 

-14 

1.1321 

-13 

- 

14104 

2.1 

14161 

1.6 

14032 

12 

820 

825B5 

-152 

84485 

-140 

92735 

-137 

. 

- 

- 

' 

* 

■ 

- 

1080 

1/4724 

a* 

1.4808 

00 

14991 

10 

88.4 

7.754 

-2.6 

70225 

-44 

8.1225 

-50 

; 

12801 

60 

12805 

57 

121.675 

54 1203 

a gana 

-00 

50148 

-10 

37228 

-30 


1.6489 

-20 

105S3 

-21 

10741 

-1.7 


35022 

-162 

36.4345 

-150 

402285 

-140 


37523 

-04 

3.7544 

-04 

3.7599 

-02 


10165 

-4.1 

102 

-25 

103 

-12 


40045 

-110 

40775 

-87 


-07 


322325 

-0.4 

32254 

-04 

32334 

4)3 

. 

4208 

-00 

42415 

-60 

44.355 

-63 

- 


WORLD INTEREST RATES 


MONEY RATES 

Deeambar 2 Over 

mgw 

One 

monffi 

TNM 

MW 

&a 

rata 

One 

war 

Lamp 

inter 

Co. 

rata 

Rape 

ram 

Betgkan 

Si 

3)5 

34/ 


4!. 

6.00 

2.75 

- 

Franc* 

3£ 


3ft 

3f) 

Ji 

4.80 

- 

330 

Germany 

3S 

w 

3ft 

3ft 

45 

•500 

250 

330 

kefaad 

6i 

64 

6<t 

57i 

«; 

- 

- 

6.75 

*«y 

85 

65 

Six 

Si 


7.75 

625 

6(C 

Netharianda 


3 ii 

3? 


4.'. 

- 

^.75 

330 

Switzerland 

1«1 

K 

13 

14 i 

lL 

- 

1.00 

- 

US 

53 

SS 

5C 

SS 


- 

500 

- 

J-te 

t 

14k 

>» 

* 11 

V 

- 

050 

- 


55 

se 

55 

Si 

. 

- 

- 

525 

545 

533 

507 

- 

- 

• 

44 

41fa 

42 

42 

- 

- 

_ a 

35 

S’% 

3S 

4 ; 

- 

- 



■ S UBOR FT London 

Interbank Fhtog 
US DoBarCOs 
ECU Linked Dj 
SOft Unkad Da 

S LIBOR Mena* fixing atm offend taasa tar Siocn curved to Ow mart* b* lour 
i n fere n c e bento « iiam aech Mrim day, The Mrta are Balkars Trust. BW 0> Tokyo 
MtiuftHu. Barcfeys mat fttawral Maiwm. 

■Id mm mm store* lor aw aorrenfe Mom Rmm. USt CDs. ECU * SWIjiwj Depart* On 

EURO CURRENCY INTEREST RATES 

Dec 2 Short 7 days One Three Six One 

term notice month months months year 


Botgtan Fixe 

sir 

3,1 

3U- 

Vt 

3it • 

3,1 

3U- 

1 3ii 

3t? 

311 

V. 

4.1 

Danah Krone 

3^, - 

3*2 

3fl- 

3U 

3*- 

3 it 

4ft - 

3B 

4ft 

‘ft 

4ft ■ 

nii 

German Mark 

3*» « 

3*1 

3.1- 

3ti 

3S- 

3fl 

3C- 

3fi 

3)1 

3ft 

4/. 

- 4 

Dutch Cutdm 

a»- 

3*4 

3 l 2- 

3fi 

3ft- 

3*2 

3ft - 

311 

3ft 

311 


- 4 

French Franc 

3 .;- 

3il 

315 - 

3U 

3ft- 

3,1 

3ii - 

3ft 

311 

311 

4ft - 

3U 

PorttJtFJese Esc. 

5*8 - 

Sia 

SL» - 

SA 

53* - 

Sft 

5*9 - 

5ft 

5 - 

4m 

47„ . 

4ft 

SpxMt Peseta 

SA - 

4j| 

5A- 

5A 

5>a 

■ 5 

41?- 

4»l 

4!J 

4!1 

4)1 ■ 

4ft 

Staring 

7A- 

7 it 

7*4 - 

7*a 

7*2- 

7ft 

7)i ■ 

7*1 

70 

711 

7ft- 

7)1 

SwSa Franc 

1.1 ■ 

-11 

iH- 

1A 

1*8- 

1*2 

111 - 

1ft 

HI- 

Hi 

Til- 

ft‘1 

Canadian Dokar 

all - 

311 

3U- 

3fi 

s»- 

5* 

4ft - 

4ft 

4» 

*ft 

411 < 

4« 

US Doflar 

5*1 • 

5*2 

5il- 

5U 

5J1 - 

5C 

533 - 

5 1 * 

Si? 

57, 

6ft- 

51? 

Bahan Lira 


• & 

6,1 ■ 

*£ 

8*i - 

ai, 

6ft- 


so- 

Hi 

a?. ■ 

Wi 

Japanese Yen 

*2 - 

*i 

1 A ■ 

ff 

13* - 

1»A 

& 

ft 

ft ■ 

X! 

li- 

* 

iw 

Aslan SStaQ 

4L» 

■ 4 

6«* 

- a 

8>* 

-a 

aft 

-6 

aft 

-a 

aft 

•6 


Shnn Mm nan we cad tor Ore US Defer and Van. others. mo dm' nonce 
■ THHES MONTH MOR RR1IMS twniPaA IttM aifeeii raw 



Open 

Sett price Ctwoe 

High 

Low 

EsI vol 

Own mi. 

Dec 

0620 

9629 

+ 0.01 

9629 

9628 

6299 

so.roi 

Mar 

96X0 

9608 

- 

96.10 

9806 

6066 

65.548 

Jun 

9507 

95.66 

- 

9509 

05. US 

3.813 

U.0C9 

■ THREE MONTH EUROMUMK FUTURES 1 UFF 6 T DMirc ports of ICCT. 


Open 

Sett price Change 

Hflh 

LOW 

Es. vol Open nt 

Dee 

9622 

9620 

- 0.01 

0622 

96 19 

21Q75 

273558 

Mar 

0608 

9807 

-am 

9610 

96.08 

25300 

326383 

Jun 

95. EQ 

9506 

- 0.02 

95.90 

9505 

19106 

294557 

Sep 

9571 

8568 

-001 

8571 

95.6? 

15113 

214035 



Open 

Sstiprics Change 

High 

Low 

Ext. vol 

Opwi mt 

Dec 

9621 

9821 

- 

9621 

9621 

40 

7503 

Jan 


0833 

-OOI 



0 

60C 

Feb 


0824 

- 0.02 



a 

100 

Mar 


08.14 

•0 03 



0 

100 

■ 1HRSS MONTH EUROLHtA FUTURES (UFFEV LlOtWrn ports ot 100ft 


Open 

Soft price Change 

High 

Low 

Est vd 

Open nt 

Dec 

94.02 

9300 

-001 

94.02 

93.97 

1S79& 

109772 

Mar 

94.78 

9475 

-002 

04.62 

94.72 

14947 

124464 

Jui 

8523 

9525 

+0.02 

9527 

9522 

9835 

125656 

Sep 

95/40 

9509 

*0.02 

8841 

95.36 

9595 

68748 

■ TMHS MONTH BOM MM RUSC FUTUIBn (LEFT) SFrlm ports of «OOH 


Open 

Sett puce Change 

High 

Low 

EsL vo< Open rt. 

DK 

98.19 

98.15 

-002 

9624 

98.15 

8179 

54935 

Mar 

8828 

98.18 

-0.06 

9800 

98.14 

10882 

48913 

Jw 

88.10 

9708 

-006 

98.12 

9707 

4595 

33935 

Sep 

9705 

97.82 

-0.08 

87.95 

9703 

3286 

18316 

B THUS MONTH EUROYEN FUTUR8S (UFFE) YlOOm prims ol 100ft 


Open 

Seaprice Change 

High 

Low 

Esl vol Open W. 

Dec 

88.16 

99.17 

-0.11 

99.16 

88.18 

200 

na 

Mor 


9902 

-007 



0 

na 

Jun 


9903 

-0.05 



0 

na 

■ THREE MONTH ECU FUTURES (UFFE) Eeuim points tit 100% 



Open 

Sod price Change 

High 

Low 

Esl vol Open mt. 

Dec 

95.48 

95.45 

-001 

95.48 

95.44 

608 

8847 

Mar 

85/41 

85.40 

-0.01 

95.41 

9508 

532 

7115 

Jiai 

95.37 

8508 

-001 

0507 

95.35 

325 

6379 

Sep 

85.33 

9502 

-001 

9505 

8502 

569 

7499 


* UFFE Uuaau 
■ EUHOURA 


on APT 

(UFFE) LI 000m points at 100% 


Strike 

Price 

Dec 

- CALLS - 
Mar 

te 

Dec 

- PUTS - 
Mar 

Jun 

9375 

026 

102 

101 

002 

002 

001 

9400 

009 

078 

107 

009 

003 

0.02 

9435 

091 

OS6 

1.04 

027 

0.06 

004 


Eat. vet tout Cafl* 6509 Pus 2Sh3- Redout cfey-s open tat- CUE 2346B1 Pus 141463 


CHANGE CROSS RATES 

Deo 2 BFr DKr FFr 

DM 

C 

L 

H 

HKr 

Es 

Pia 

SXr 

Sfr 

£ 

CS 

C 

V 

Eca 

tan 

(BFf) 

100 

1045 

1603 

4.847 

1055 

4747 

5482 

19.69 

4950 

4090 

2107 

3013 

1024 

3084 

2.732 

3510 

2445 

lark 

(DKr) 

5400 

10 

8.795 

2027 

1008 

2573 

2081 

1007 

2684 

222.1 

1103 

2.121 

0080 

2.106 

1481 

1BO0 

1025 

* 

(FFrl 

81.63 

11.37 

10 

2088 

1.144 

2926 

3087 

12.13 

3050 

2S20 

13.11 

2.412 

1001 

2094 

1.684 

2160 

1007 

any 

(DM) 

2003 

3006 

3047 

1 

0083 

979.4 

1.127 

4082 

1020 

8403 

4088 

0007 

0035 

0001 

0564 

7201 

0004 

■d 

CKJ 

5300 

9043 

8.745 

2.613 

1 

2559 

2044 

10.61 

268.9 

.2206 

1148 

2.109 

0075 

2093 

1472 

1890 

1018 


(U 

2.106 

0089 

0042 

0102 

0039 

100 

0115 

0415 

1043 

8031 

0448 

0062 

0.034 

0082 

0058 

7404 

0052 

jriande 

(FI) 

1801 

3.377 

2070 

0087 

0040 

889.1 

1 

3004 

9065 

7501 

3094 

0718 

0097 

0711 

0000 

6405 

0448 

ay 

(NKr) 

a. 79 

8.370 

6041 

2462 

0042 

2411 

2.775 

10 

2510 

208.1 

10.80 

1067 

0025 

1.973 

1087 

1780 

1042 

igal 

(Es) 

2019 

3.726 

3077 

0079 

0075 

958.7 

1.103 

3076 

100 

82.75 

4095 

0.790 

0L32B 

0784 

0552 

7098 

0494 

1 

(Pta) 

24/41 

4002 

3060 

1.183 

0453 

1158 

1033 

4005 

1209 

100 

6191 

0955 

0006 

0948 

0067 

8S.7B 

0087 

ten 

(SKr) 

4701 

3.673 

7.628 

2079 

0.872 

2232 

2.568 

9056 

2320 

1920 

10 . 

1040 

0783 

1028 

1084 

1650 

1.149 

.ertand 

(SF*) 

25.58 

4.715 

4.147 

1039 

0474 

1213 

1096 

5.032 

1260 

104.7 

5438 

1 

0415 

0993 

0098 

8903 

0625 


(E) 

61.58 

11.36 

9093 

2085 

1.148 

2824 

3064 

12.13 

305.0 

2524 

13.10 

2410 

1 

2092 

1082 

2180 

1006 

da 

ICS) 

25.75 

4.750 

4.178 

1048 

0478 

1222 

1.406 

5060 

127.5 

1050 

547B 

1007 

0418 

1 

0,703 

9050 

0029 


(51 

36.61 

6-754 

5040 

1.775 

0079 

1738 

2.000 

7006 

1810 

1500 

7.787 

1433 

0094 

1422 

1 

128.7 

0895 

n 

(Y) 

28^15 

5048 

4.616 

1079 

0528 

1351 

1.554 

5001 

1400 

118.8 

6051 

1.113 

0482 

1.105 

0777 

100 

0686 



4000 

7046 

8.637 

1083 

0.759 

1942 

2034 

8053 

2020 

1670 

8.700 

1001 

0664 

1089 

1.117 

1430 
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FUTURES (I MM) DM 125/000 per DM 


■ JAPANESE YBI FUTURES PMM) Yen 122m parYan 100 



Open 

Latest 

Change 

Higtt 

Low 

Eat veil Open kti. 


Open 

IBM 

Change 

Mgh 

titw 

Eat. vol Open rnt 


00630 

00646 

+0.0018 

O08S9 

05823 

30095 

88007 

Dec 

0777B 

07797 

+00029 

07820 

07750 

24051 

131447 


00657 

05678 

+0.0021 

00681 

00657 

3.119 

804B 

Mflr 

•07904 

07914 

*00032 

07825 

07857 

3490 

7058 


0.5705 

00705 

- 

00705 

00705 

184 

A110 

Jin 

08010 

00020 

+00026 

00020 

00000 

0 

1043 


WBS FRANC FUTURES 0MM) SFr 13S4XMpwSFr 


■ STERtMO FUTURES 0MM) EB2<500 perE 



0.6991 

0.7014 

+00023 

07033 

00988 

13056 

43008 

Dec 

10838 

1.0822 

-00020 

10878 

10814 

v,i. .m: \ 

0.7065 

0.7085 

+00023 

0.7100 

07050 

1050 

5043 

Mar 

10776 

10750 

-00018. 

1.B77B 

10740 

r. - ‘ 


07150 

+00016 

07155 

- 

2 

1089 

Jin 

- 

10890 

- 

- 

1.6830 


INTEREST RATES 


NOON MONEY RATES 

2 Over- 7 days 

night notice 


12A56 
678 
1,202 

EMS EUROPEAN CURRENCY UNIT RATES 

Dec 2 


3205 

1,248 


One 

month 


Three 


stx 


One 

y*ar 


:¥* . 


7 A - 5*j 7,», - 7,i 7H * lh 73a - 7% 7% - 7\ ^ - 7« 

- IjJ 7*| - 7ft 



te£c ■ j» i- w -* 


V*,.. 

i. , -Jj-. ; 


■¥?'" .dufet 
in* •• - 


- - 7h- 7\ 7£ - 7h 7S 

jury B tts - - 71* - 7k, 7H - TA 

; BOfc - - 7U - 71* 7,1 ■ 7i 7h - Tjj - 

J authority twa. 71* - 7 TV - Tig 7,\ - Ti 7ft- 7h 7V - 1® - 7\ 

aunf M3rtget deps 7V - 7V 7V ■ 7 

bearing boric base fencing rate 7 V per cent from Nov 6, 1997 

Up to 1 1-3 3-8 &•« 9-12 

month month months mtintfa aw0* 

B or Tex dep. 6000.000) Zh 5>a 5 5 

•. rt 1« tup. wafer Cim.0QQ aaVpe. Ow****" lS£i atuu 
. Tondv rod of dbcounl on Nov 2a 7.1330P& ECOD fiM rata SOQ. Ekpon mea ““ 
lay Nov Sfl. 1B97. tamed r&te kx period Dec W. 1987 ID 28. IwatommeM &84pc. 

i. 1W7loN« » W. Ma-wM 3V 7201 p«l Pma 
oe Base Rfe 7 *epc from Dec 1. 1SS7 

THREE MONTH STERUWfl FUTURES (UFFE) £500,000 points of 100% 

High 


im v 

Spain 

FMand 

Portugal 


G er man y 

NMhertant 

BeJgfewn 


Ecu can. 
rates 

Rate 

agate Ecu 

Change 
on day 

96 ♦/- from 
can. rale 

96 spread 

Dhr. 

M. 

0.798709 

0758072 

*0001135 

-009 

8132 

34 

1 £06.48 

193844 

♦004 

108 

1.12 

-12 

163026 

167097 

-0024 

2.12 

008 

-15 

505424 

508550 

+000063 

204 

006 

-15 

197096 

202.148 

-0-089 

241 

040 

-16 

6.45883 

602416 

♦0.00013 

208 

005 

-22 

704555 

* 703411 

+000026 

207 

004 

-18 

102573 

107934 

-000001 

2.78 

003 

-27 

2.18979 

203061 

—000006 

200 

0.01 

-01 

38.71B1 

400326 

+00051 

200 

001 

-20 

130485 

130297 

-00005 

201 

000 

-21 

EMBERS 






295069 

310415 

-0007 

5.13 

-200 

— 

0793103 

0083021 

-O0OO11 

-1640 

2209 
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Ecu cams ms wr by toe Eutipaan Canvrtason. Curanoaa am n damatSng nrinfea aawgth. 

Peroartage efuma n tor Esc a pcaifea manga danefea a fetic caiaiQ* AMQanca tife« *• wto 

bfewnn oro b« patwntage tiftame taamn 0 m amt martot W Edi ovtiti ntu tar a 

cuiancy. md tha ntBOrrwn p amrittad parcarmge daman el Bo onoeyfe n»M (SB few b Ecu 
and at* 17/Bie aeHtag aufenetod taw S*t A&moaet eticofeW by Bn Rnancte) Tea. 

■ PMLADELPMUI SE £/» DPTIORS E31^50 (cants per pound) 


C 9220 

r 8226 

n 92.30 

•p 92.40 

*C 9225 


Open Settpnce Change 

agga 4).02 8220 

82.23 -0.02 8228 

9227 -0.03 32.30 

92.37 -0.03 9240 

92^4 -U.03 82-56 



Eat- vol 

Opon W. 

Strike 

1 11 

- CALLS 


r ‘ 

9207 

8289 

156355 

Price 

Dec 

Jen 

Feb 

Dec 

VO 79 

8147 

123048 

1070 

1.91 

. 272 

306 

042 

9206 

8888 

106899 

1080 

108 

202 

273 

a7« 

9206 

6388 

64008 

1090 

0.78 

1.75 

202 

108 

92.53 

2894 

74995 

Previous tty's voL, Cafe 30 Fife 10B 

Wav. Oaf a open K- Crib 



> wood on APT. Al Opart nonet aps. are for previous day. 

SMOinr STBBJWttORIltNttfUFFa C600.0Q0 potato o< 100^ 
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like 

D« 

2^3 

SS 

Deo 

- PUTS — 
Mar 

Jui 


as 

ao7 

0.14 

024 


0.16 




0.01 

0.04 

013 

003 

031 

006 

f* . 

Z75 

0 

aoi 

006 

047 

003 

05* 

*• • . 

4 . id ICUL 

(m, 3460 Puts 340 a FV+vwub day* Opfe «L. Cais 839158 Pife 

23653+ 


Strike 

Price ’ 

Deo 

- CALLS - 
Jan 

Fab 

Dec 

- PUTS 
Jan 

0000 

001 

osr 

10S 

007 

002 

0986 

007 

0.71 


052 

098 


0.13 

001 

0-77 

nan 

1.18 


OB2 

14)6 

1^5 


Previous shy’s voL Cais 535 Put* 90S. Prev. dt/aopan C* 10386Pus 33243 


■ T1BB MONTH EURODOLLAR QmM) 31m points of 100% 


BASE LENDING RATES 


4dam& Company 749 

a*otilrehB3i*lCBt 7 2S 

•Henry AflsOOCher 725 
anneo BUSto Vtsaya 725 
Bank 0 ( Cypiuc 725 
Bank of ImCtnd 725 
BoflkollniB '•& 

BanA d ScdonO 725 
BadoysBanfr 74S 
7S > 

•ftwnSnjrieySCBUS 725 
CatanfrNA 725 

CJytoKCrieBffl* 725 
11» Ctxjparawc Banfc“45 
CouBs&Co 

Cyprus POpuIat Bank 725 
Duncan U«*t» 725 


,V 


Exetu Trust Lmded &25 
FhanPU&OenBamk am 
•Rcb0rtflenring6Co74S 
•OunmeaUahon ?2S 
Hab6 Bank AG 2ush 725 
•Hembree Barh 725 
Hefei)te&GenkivBk72S 
CHunACe 725 
Hcngtof^ a Shanghai 725 
Inwstac Batik (UK) Ud725 
Alton Hec&e Baifc 72S 

•CeopctaJcsapOS Sons 730 
Lloyds Bank 725 

IMandBark 725 

NdWastnfeato 725 
•Rea Brahes 700 
feyHBkdScalrt 725 
Echmi Wl«sre Bade 725 


•SJroef S FBadander 725 
•SnRi&WSamaon 725 
Sir Baddng Ccrp l-U 725 
IBB 7S 

United Buik dKwtfifl. 725 
Ure^TwaBankW 72fi 
WMeaMByLodtoa 725 
YtarMMBank 725 

• MfflTrtred London 
KMrtnantBadang 
Assutia s on 
" mBRiMsatten 



Open 

LfltBB 

Change 

High 

Lew 

Est vol Open Int 

Dec 

94.10 

94/08 

- 

94.11 

94 J» 

50066 

417,676 

Mar 

94.14 

94.13 

-00? 

94.14 

94.12 

63,183 

440,114 

Jun 

BAOB 

9408 

-Oil 

94.10 

0407 

50554 

360990 


■ US TREASUKTEtti. FUTURES GUM Sim per 100% 


Dec 0422 0422 - 0425 9422 064 5#B 

ME 95.02 95410 - 954)3 95.01 604 A12S 

Jun - 94.97 - 9439 9437 17 821 

Al Opae Ware* figs, m tar prawc u a day 
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013 

015 

016 
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006 
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0.01 
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004 
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0.06 

000 

00? 

003 
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002 
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0*4. 
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0 

0 
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Jun 
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001 
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Korea International Merchant Bank 

(b l cwrpen*dM lmMKaMU i*m*tKirMca/Kmml 

US$30,000,000 

Negotiable United States Dollars 
Floating Rate Certificates of Deposit due Nov 1999 
to accordance with the provisions of UaeCatificmes of Deposit, notice 
is hereby given that for the period from 28/1 1/97 to 29/5/98 the 
Cenificates wflt cany bd Ifflears Rare of 6.46259k per annnm calculated 
on a principal amotmt o£ 

USS8.I67.88 per CatiCcatc of USS250000 

Standard Chartered 

Standard Chartered Bank 
As Reference Agent 


SGA SOC3ETE GENERALS 
ACCEPTANC E N.V. 

FXF 500 000006 REVERSE 

FLOATING RATE NOTES 

UUE SEPTEMBER 2003 
CON CODE : XS004479I738 
For the period December 01, J997 
to Man* 02, 1998 
the new rate has been fixed ax 
1021875 % PA. 

Next payment due ; 

March 02. 1998 
Coupon nt : 15 
Amount: 

FRF 2 583.07 for the 
denaminatioii of FRF 100000 
FRF 25 830.73 far (he 
dcoomionnofl of FRF I 000000 

TBE nONCaMJMVB4C AGENT 
SOCmSCENESALE 
MNSATUSTSA-UOSaWCAac 


SGA SOCIETB GENERALS 

ACCEPTANCE N.V. 

ERF BOO 009 000 REVERSE 

FLOATING RATE NOTES 

DUE DECEMBER 2083 
BIN CODE : 350M6033972 

For the period Detente W. 1997 

to March 02, 1998 
the new rate has been fixed &t 
9.046875 % PA. 

Next payment dae : 

March 02. 1998 

Ctnpoanr: 15 

Ampam: 

FRF228M5 fonhe 
denomhuiion afPRF 1 00 000 
FRF 22 868.49 for *c 
deaPttrinaooa ofFRP I 000000 

tffl PKKCF4L PAYING AGENT 
90C3EIEGDS8ALB 
I BAWCATRIgrSArUnBWBOUWC 


CREDIT LOCAL DE FRANCE 
FRF 9» OM 099 RBVHtSE 

FLOATER BONDS DDE 1999 

1SIN CODE : XSQ64082MM 

Ry the period December 01. 1997 
to Jane 01. 1998 the rewrote 
ha* been fixed* 18J2W * PA. 

Neu peymea das ; June 01. 1999 

Coepoo nr : 10 
Amwet: 

FHF93J.49for*c 
tterwannabui oTFRF iOOOO 
FRF9 314.95 far the 
dcnonsiuiiOB of FRF 100 000 

ragn teCTAL PAYgC AGENT 

XX3ETEGEWJIALE 

bankatsostsa^ukembourg 


sgasooetegenerajle 

ACCEPTANCE N.V. 

FRF 500 000 000 REVERSE 

FLOATING RATE NOTES 

DOE JUNE 2003 
ISIN CODE :XS0OO2498fl> 
For the period December 01, 1997 
to March 02. 1998 
the new rate ban been fixed at 
1 J.46875 % P-A. 

Nexi paymeni date : 

Month 02. 1998 
Coupon nr : )6 
Amount : 

FRF 2 8994)5 for the 
denominatioaofFRF 100000 
FRF 28 990A5 for the 
denomination of FRF J 000000 
THE mMCXMLMYWC AGENT 
&OGCIEGSWBALB 
MMCAiwETu-turaaoun: 




i MORTGAGE FUNDING 
= CORPORATION NO.6 PLC 
= £1345064)60 

= OrrtAI ScritrRan p ge BaM 

= Flo«nf A**Nra»<*ucNowanW2U3S 

S £5560000 

= CTresBMerigajc Backed Ftarnas 
= Rjw Naeidue Sovnsber 305 

= fa) nafen wt Ur protadoot the 
= Ncrea. wet ■ tacky given Am Cor 
= Or tacemj period 38 NwtentalWJu, 
= 27 Fcfarasy IWL Ae Bterea Mr wQ) 
= be 7375% tar tbe One Al Now 
= red 45% for ifee Che B Note*. 
= Dm Uxoca payable oe tie icfedre 
= tsracot te 27 Fttarey 1998 per 
= fi—fe od re win be £1^6009 m 
3 Sl-TWiAiBfOcMy. 
a A^uBak 

VMbniBokpfc 


■ ALUANCE 
a IBCBfER 

AEmeefclduaerBatefStatiT 
£200^00,000 
Hriating Rate Notes iie 2000 

For the mnaea penod 2%h Ntronfan, 

1997 to 27th rdrtMip, 1998 the Now 

wifi catty a FUr d huaeo of 7.90 per 

fwn pgr jMHinn imexes muo 

cf £196.96 pet £10000 ptradpal anl 
I5569.S9 per TIOfiDOO jemc^ 
payjtleui 27th Fetntty, 1996. 
tan rie Ireretamtack Betasc. 


Buikos Dux 


Atm Boh 


Fast Fills. Low Rates. 
What’s the Catch? 


| There isn’t one. That’s the nay 

I we've been doing busioea for 30 
yeas-prwnfiag outstaoc&og 
service at outstondmg rates. 

I L We're literally within arm^ reach 
of many active trading pits-around 
the wrid, 24 hours a fby. And in 

I martetsi*eTe flash fiSs are possi- 
ble, up to 90% of our market orders 
are executed and confirmed with 
. just one phone call 

| 2. We're specialized. Lkid-Wildock 
is tbe woritTs largest futures-only 
brokerage firm. With over 23.000 
customers worldwide, we have 
built-in efficiencies that large 

I volume prwides, and pass the 
savings along to you. 

3. You're your own broker: No 

I axnnrissianed broker will call you 
with trading recommendations. 

I We give you the information ycu 
need, Kke our exclusive Tntro- 


Account" package. You make I 

your own trading derisions _ 

and save 50- 70% o ff full- I 

cgnm ta — i firms. I 

Call and find out for m 

yuusdfwhylind-Waldock I 


I 


FUTURES & OPTIONS 
ON FUTURES 




Rounil-1un>, including 
exchange fees. Most 
contracts. Discount 
accounts. 


is the number-one broker 
for independent futures 
traders worldwide. 


Haroe 


Address: 


Postcode: 


Tele, no (optional): 


liHKSte Wm rid. uktag tott titau 
SwfeB te fea — i— •ak.kaad, 
aBrifebrayw. 


0800-262472 ®n 

BeJgtareO BOO-18444 

Commy: 0)30318100 

Funoc0800908343 
SwtCeeAwt 060055 81 38 
Deumart 80-01-76-55 
NdbertaodE 06-G2.7580 
Swdea 020-793176 
Strata: 900984446 
Oftmu D 0171-347-1701, revolt 

Fta 0171-256-2415 


I 
I 
I 


r«. UND-WAUXXX AT COMPANY | 

f tar m 





FINANCE (BVI) LIMITED 


(MCOfVOmitD V«mi UMITEO UWUTT UMJGfl TIC UH& Oe THE BfVTTSH vmam SANDS) 

mEoemncNMi ueon) rfiMoootDBvn 


RESULTS OF MEETING OF HOLDERS OF THE 7 PER CENT 
SECURED GUARANTEED CONVERTIBLE BONDS DUE I0OI 


At the adjourned meeting of bondholders heU on Friday 28 November 
1997 the SKtraMifreiy resolution amending, tntw-afia. Clause 5 ol the 
Trust Deed permitting limited recourse mining project finance indobted- 
ness and providing for an Increase In (he interest rale payable mi the 
Bonds was passed. 

Bondholders are eduteed that with immediate etiatf from i October 
1997, the interest rale applicable to trie Bonds has been increased by 
one half percent to sewn and a halt percent (7 1/2%). 

3 December 1997 

PliBctm: F H Hack, F Abbott DAehvnrth. RBKataMe 

Unit ifl. Wttnama Day, PQ Box 3839, Road Twm. ToriokL Wrih Vhgki tofente 

Principal Ptyfng, Trmnferxnd 
Canvarelen Agant 
Mteid SecuUre Sarotees 
Mdtend Bank pic, MartearHouM 
Papys SUM, LtaOon EC3N 40A 
Atiamtorc Debt Sacuttos 


Paying, Ttawfar and Gommrrion 
Agent In Uaemboorg 
Bnqon Generate du Uttentimg 
SOAvsnua J F Kennedy 
L-2S51 Luxembourg 


Ragjatrer and Tmtaa 
Marine ittfland Bank 
140 Broadway, Newltak, NY 10005-1180 
USA 
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COMMODITIES AND AGRICULTURE 


Nickel at 3 '/ 2 -year low on fears over Asia 


MARKETS report 


By Kenneth Gooding 

and Ga^r Mead 

Nicfcel prices dropped to their 
lowest level for 3'4 years in after- 
hoars trading to London, dealers 
said. The metal, used mainly to 
fkutoss steel, a favourite mate- 
rial in Asia, fell by more Q»m 2% 
per cent from Monday’s level to 
$5,930 a tonne. 

Worries over Asian demand 


continued to dog nickeL “I think 
there is more room on the down- 
side because there is a lack of 
consumer confidence even though 
metal demand in the US and 
Europe is steady," said one trader. 

Other metals were also under 
bearish pressure on the London 
Metal Exchange. Lead and zinc 
were near 32% and 10%-month 
lows respectively. 

Copper to early trading fell to 
$1,815 a tonne, the lowest since 
July 1986. but rallied to close at 


$1,823. Its fundamental outlook 
has weakened because of Asia’s 
economic problems, according to 
Bloomsbury Minerals Economics, 
the copper consultancy. It 
suggested there would be a sur- 
plus of refined copper until 2000. 
By 1999. total “liquid" copper 
stocks would be l.U3m tonnes, 
BME has cut its price forecasts, 
putting the average for 1998 at 
$1,873 a tonne and that for 1999 at 
$1>1& wel1 below the estimated 
$2,281 for this year. 


Gold rallied from an early weak- 
ening to S292J50 an ounce to close 
in London at $294.70, down 10 
cents on the day, after some phys- 
ical buying and some covering by 
those who had sold short • 
Cmde oil prices lifted moder- 
ately yesterday as the market 
rebalanced itself after the 
announced 10 per cent increase in 
the production quota of the 
Organisation of Petroleum- Export- 
tog Countries. The world bench- 
mark, Brent crude for January 


delivery, was 3 cents up at $18.19 . 
a barrel, and on the New York - 
Mercantile Exchange, January 
crude followed suit, up 9 cents at - 
$18.75 a barrel in later trading. 

The tPE announced yesterday 
that It would extend its Brent 
crude futures contract to three 
years forward from December 17: 
currently it lists 12 successive, 
monthly contracts. 

Coffee futures were buoyant on . 
the London International Finan- 
cial Futures Exchange, with the 


January contract marchi n g to a 
high of $1,790 in the afternoon, 
pirti/mg ti it eased back to close at 
$1,788, up $50 a tonne. Traders 
said that investment funds had 
a gain matte most of the playi they 
pointed out that although coffee 
futures have rallied strongly in 
the past week, they are still far 
beneath this year's peak of $2,700 
on May 20. The bullish mood was 
boosted by concern -over Jata har- 
vesting in central Ameri ca and a 
continuing port strike in BraziL 


Record fines IPE in outcry over options for reform 

for oil traders 


By Gary Mead 

The International Petroleum 
Exchange has imposed its 
biggest fines to date on Pari- 
bas Futures and Cargill 
Investor Services, which 
wer e found to have broken 
DPE trading rules. 

Paribas Futures has been 
fined a total of £91,000 and 
CIS £80,000 for infringing 
IPE regulations to November 
1996. 

The internal disciplinary 
panel of the IPE conducted a 
hearing to May this year, in 
which it found that Paribas 
Futures failed to carry out 
contractual commitments 
involving the majority of 
8,651 gas oil futures lots (a 
record volume going to 
delivery at the time), equiva- 
lent to 865,100 tonnes of gas 
oO. worth about $200m. 

The previous record fine 
was £50,000, imposed to 19 92. 
although the IPE was not 
then required to disclose the 
identity or the member. 

Paribas Futures was fined 
on the basis of three 
infri ngements concerning 
the contract The two most 
serious infringements were 
concerned with a partial ten- 
ure to ensure delivery of the 
gas oil to CIS without inter- 
ruption. and that as a conse- 
quence it was liable to bring 
the exchange into disrepute. 

CIS was also fined on 
three counts, including 


bringing the exchange into 
disrepute and failing to take 
proper delivery of an 
amount of the gas oil in 
question. 

It is believed that the prob- 
lems the two parties found 
In fulfilling the physical 
delivery obligations of the 
contract may have resulted 
from its unusually large size. 
At the time traders said Car- 
gill went heavily long to the 
contract, betting that Pari- 
bas - which was acting on 
behalf or the trader AIC, 
which had a short position - 
would not be able to deliver 
its commitments. 

John Mackeonis. the IPE 
head of compliance, finance 
and internal audit, said the 
fines demonstrated that the 
exchange would take all 
steps necessary to protect 
the integrity of its contracts 
and regulations. 

“The exchange has a rule 
book.” he said. “We want 
people to come back and use 
us again, and for that they 
need to have perfect trust in 
us. We also have a legal 
requirement to enforce these 
regulations. We hope that 
these fines will prove a 
deterrent." 

The IPE said that the time 
between the breaches and 
publication of the results of 
the internal investigation 
was due to the complexity of 
the events to question and 
subsequent appeal hearings. 


R evolution is afoot at 
London’s Interna- 
tional Petroleum 
Exchange. There are a num- 
ber of options for reform of 
the market - but if the IPE 
remains an independent 
exchange then it is likely 
that to 1998 it will vote to 
add a system of electronic 
trading to its current prac- 
tice of open outcry. 

The IPE typically trades 
about 60.000 lots of Brent 
crude and gas oil a day - or 
about 75 per cent of total 
world oil production, with a 
market value well to excess 
of $lbn. It has grown quickly 
since it was launched in 
April 198L 

“But you can’t just sit on 
your laurels." says Richard 
Reinert, the chairman of the 
IPE. “There’s enormous pres- 
sure to bring systems, com- 
panies, and markets 
together. What you’re seeing 
in financial markets in 
terms of consolidation you’re 
now beginning to see in 
exchanges.” 

The possible changes 
revolve around three key 
issues. Should the IPE 
remain independent, or 
merge with another 
exchange. If it stays indepen- 
dent should it demutualise? 
And should it bow to the 
increasing pressures - of 
cost, flexibility and effi- 
ciency - to switch, either 
fully or in part, to screen- 
based trading? 

In September the IPE 
board established a commit- 
tee to study these questions. 
At the end of January 1998 



Richard Reinert: sees pressures for consolidation t*** mm. 


that committee will put its 
findings to the board. A final 
decision, to be put to an 
EGM of the IPE, is now 
likely to be reached in 
March 1998. 

Mr Reinert is managing 
director of Refoo London, the 
barkers, and has been chair- 
man of the IPE since Janu- 
ary 1996. He says everyone 
involved in the reform is 
aware of the need to come 
up with a decision in a 
timely manner. “Obviously 


there are apprehensions 
both within the IPE and 
member firms as far as 
employees are concerned," 
be adds. 

For the sub-committee 
studying the issues of open 
outcry versus electronic 
trading and the question of 
demutualisation, cost is 
clearly an important factor. 
“Without doubt, an the basis 
of cost, the most viable 
option is to go 100 per cent 
electronic," says Mr Reinert. 


“I would expect savings; to 
the order of 50 per cent for 
member firms and the 
exchange itself. The savings 
would be quite immense. 71 

But the big problem- with a 
switch to electronic trading 
is the almost certain loss of 
liquidity that would result 
Local traders — individuals 
who trade on their own 
account - contribute 
between 20 per cent and 80 
per cent of the exchange's 
volume and would ta k e ttwia 
to adjust to electronic trad- 
ing. “From day one we 
wouldn’t have that volume 
from them," says Mr 
Reinert There are 43 mem- 
ber firms and 33 locals on 
the floor of the exchange. 

If the IPE remains inde- 
pendent yet goes for elec- 
tronic screen trading- then 
there is likely to be pressure 
to demutualise. “The fear of 
Membership if we go totally 
electronic is that it will 
become much easier for 
users of the market to 
become members of the 
exchange, to ob tain a screen 
and to participate. The- mem- 
bers will want something in 
return and that could well 
be direct participation in the 
profitability of the exchange, 
by becoming a abanabnldgr 
and receiving dividends," 
says Mr Reinert. 

The betting must be that 
the IPS ultimately opts for a 
hybrid system, where every- 
one to the market is given 
the chance, over an indefi- 
nite period of time , to adjust 
to an electronic trading sys- 
tem. “The advantage of that 


is you have the best of both 
worlds and then you allow 
the market to deride which 
platform it prefers,” says Mr 
Reinert 

. Another sub-committee is 
considering possible merg- 
ers. The IPE spurned 
advances from the London 
International Financial 
Futures Exchange as 
recently as a year ago. Now 
It is considering an offer to 
merge with the New. York 
Mercantile Exchange and 
has approached Liffe to con- 
sider possible links. 

Mr Reinert says “it’s far 
too early to say" what the 
outcome will be. However, 
the IPE is obviously very 
comfortable with Nymex, 
which operates both open 
outcry and a system of elec- 
tronic trading called Access. 
“We’re coming close to an 
agreement to develop a new 
system using the best of 
Access and the best of ETS. 
the electronic trading sys- 
tem of tiie IPE which is used 
for the natural gas contract, 
launched in January this 
year," says Mr Reinert. 

“We want to arrive at a 
decision which is practical 
and acceptable to at least 75 
per cent of the membership 
if not more. This is why the 
committee needs to take lon- 
ger than anticipated.” 

It will also allow users of 
the exchange time to get 
used to the idea that sooner 
or later they will have to 
adapt to screens as well as 
shouts. 



Gary Mead 


in push to 
lift price 
of silver 


By Kenneth Gooding, 

MWng Correspondent 

A syndicate including a VS 
investment fund and two 
bullion bouses is buying sil- 
ver in the hope of pushing 
up prices to $8 or $9 an 
ounce, according to Ted 
Arnold, metals specialist at 
the Merrill Lynch financial 
services- group. 

The syndicate already con- 
trols a large quantity of sil- 
ver which, “most impor- 
tantly". is of good delivery 
quality in Loudon and New 
York. This has driven New 
York Commodity Market 
stocks to a 12-year low. 

Silver Is mainly used in 
photographic materials and 
in Jewellery and silverware 
- the favourite form of 
investment in India - and a 
variety of electronic and 
electrical applications. The 
price in London closed last 
night at $5.34 an ounce, np S 
cents. 

“The syndicate takes the 
view that he who controls 
the stocks is the master of 
the market as be can dictate 
the borrowing rates for 
metal and the short-term 
price. If more money is 
brought into the syndicate, 
it can afford to buy an 
increasing proportion of ris- 
ing production as well," said 
Mr Arnold in Merrill's Com- 
modity Market Trends. 

The syndicate has taken 
perhaps three years and 
spent a great deal of cash to 
put the operation into place. 
It “intends to take a good 
profit out of the market 
before prices come back 
again from tbe massive 
physical supply response 
that is to be expected". 

Dubai merchants say uot 
much silver would come out 
of India below $7 an ounce. 
At $8 or $9 the flow would 
be swift “But it is not good 
enough to have the physical 
silver. It has to be turned 
into good deliver)' silver and 
this is time consuming.” 


COMMODITIES PRICES 


BASE METALS 

LOUDON METAL EXCHANGE 

(Prices from Amalgamated Metal Trading) 

■ ALUMNIUM, 99.7 PURITY (S per tome) 



Cash 

3 mth* 

Cto*e 

1567-88 

1589-90 

FVewioua 

1568-69 

1591-82 

Hign/tow 


1592/1582 

AM Official 

1564-64.5 

1587-875 

Kerb dose 


1591-92 

Op«n mt 

255,006 


Total tfcriy hanovw 

76,337 


■ ALUMINIUM ALUOY (Spar tonne) 

Close 

1440-45 

1455-60 

Previous 

1445-55 

1460-65 

fflghriow 


1480/1445 

AM Official 

1437-42 

1453-55 

Kerb close 


1455-60 

Open int 

6,111 


Total tati turnover 

985 


■ LEAD (S pe tonne) 


QOSO 

5145-155 

5315-32.0 

Previous 

523-4 

540-1 

HqMow 


537/328 

AM Official 

519-20 

536-365 

Kerb close 


534-35 

Open int. 

31538 


Total daJy turnover 

8.678 


■ MCKB. (5 per Untta) 


Close 

5975-80 

6085-70 

Previous 

6075-85 

6170-75 

Higfttov 


6190/6030 

AM Official 

6065-70 

6166-70 

Kerb dose 


6025-30 

Open kil 

58589 


Total daiy turnover 

205® 


■ TIN (S per tome) 


Close 

5765-70 

5665-70 

Previous 

5780-90 

5670-80 

High/to*. 


5675/5640 

AM Official 

5770-80 

5660-65 

Kerb dose 


5670-80 

Open rt 

15502 


Tots tkriy turnover 

2.580 


■ ZINC, apodal Mgb grade (S per feme) 

Owe 

1109-10 

1134-35 

Previous 

1105.5-06.5 

1131-32 

HighAow 


1 144/1125 

AM Official 

1111-12 

1134-35 - 

Kerb dose 


1135-36 

Open «it. 

85311 


Total daiy turnover 

28.576 


■ COPPER, grade A (S par tome] 

Close 

1793-94 

1822-23 


1614-15 

1842-43 

KgWtaw 


1842/1813 

AM Oftori 

1807-03 

1837-38 

Kerb dose 


1823-24 

Open nrt. 

159,425 


Total daffy turnover 

55309 



Precious Metals continued 

■ OOLD COM EX (100 Troy oz.: Srtroy oz.) 

Sen . Day's Open 

price stonge Mgb low VM tat 

Dec 294.4 4001 296.3 2338 2,185 4,086 

Jaa 295.0 *0<B 6 

Feb 295J9 +0.02 297.7 294 8 25.079 105k 

Apr 297.7 -MMB 299-5 297.0 767 1 1.006 

Jm 299.7 +002 301.4 2992 711 12306 

Aug 301S - 302.8 302.8 59 4,895 

Taill 29.191 mW 

PLATINUM NYMEX (50 Troy oz.; S^try ozj 


GRAINS AND OIL SEEDS 

■ WHEAT LUTE (100 tonnes £ per tome) 


SOFTS 

■ COCOA LIFFE 110 tomes EAonra] 


sea Day’s 
price rings Mgb 
Jaa 8100 +0 55 B125 

Mr 8300 +040 8325 

May 65.00 +0 35 85.40 

Jri 87.00 +0.35 8735 

Sap 82.75 +025 8250 

Tetri 

■ WHEAT CBT Rj.OOObu m 


W «t 
87 1554 
122 2JHS 
115 2923 
55 358 

20 20 
434 8,182 
n cents/BOfe bushel) 


Sell Day* 

price donp Mgb Lear 


Vri 


OpM 

M 


80.75 
8300 
85 00 
8700 
8200 


Dec 

990 

+4 

990 

980 

206 3.720 

DK 

Mri 

1029 

+s 

1020 

1010 2576 70200 

Feb 

M»T 

1039 

+5 

1038 

1029 

232 24,738 

Ayr 

Jri 

1057 

+3 

1056 

1046 

1S2 11,308 

Jtri 

Sep 

1074 

♦4 

1074 

1066 

224 19.068 

Mg 

Doc 

Tetri 

1091 

+4 

1061 

1083 

223 23.196 

3572111573 

Oct 

Total 


Jon 

3885 

+48 

3898 

386 8 

1846 10J05 

Ata 

3855 

+40 

3850 

382.0 

107 

2331 

Jri 

382.0 

_ 

3788 

378 0 

10 

104 

Total 





1.153 12J40 

■ PALLADIUM NYMEX (100 Trey at: Vnoy cc.) 

Dec 

211.50 

♦280 214 DO 211.50 

185 

662 

mar 

20850 

♦250 210.00 20725 

528 

3,526 

Jm 

20500 

+250 20450 20450 

1 

118 

Sep 

20200 

- 

- 

- 

2 

4 

Tetri 





713 

4310 

M SILVBt COMEX (5500 Trey ai^ Certs/UoyoU 

Dec 

5777 

+804 

5310 

5255 

1.092 

T592 

Jan 

5382 

+083 

- 

5180 

1 

37 

Mar 

5348 

+083 

538 0 

5320 13316 65.716 

May 

538.0 

+083 

5418 

5365 

336 

5806 

Jri 

5402 

+0.02 

5420 

5395 

25 

5.199 

Sep 

5421 

+081 

- 

- 

15 

780 

Tetri 





14,797 8&S70 


Dsc 34125 -am 347D0 34US0 6JJ71 4.918 

Mar 356.75 -150 36200 36625 21.512 S2224 

■toy 365.00 -325 36990 36425 2805 10.654 

Jri 369.00 -175 37100 36800 1,512 18965 

Sep 37200 -500 37790 377 00 43 388 

Dec 38250 -1.00 38890 38490 114 1436 

Tot* 31911 mfiB 

■ MAIZE CBT (5.000 bu r rim conta/SUb bushel! 

Dec 271 50 -125 27175 27125 18270 40387 
Mir 280.75 -1.75 28100 28090 40,592180,024 
May 28725 -1.75 289LS0 287.00 1141 41.771 

20190 -200 23325 29175 1541 52,714 
28790 -1.00 28730 28650 55 5,141 

287 00 -1.00 287.75 29625 2388 31229 
yon towq 


■ COCOA CSCE (10 tomes: S/tonnas) 


Dec 


Jri 

Dec 

Trial 


1548 

1578 

1608 

1826 

1644 

1864 


♦19 
+19 
+■19 
+ 19 
♦19 
+ 19 


1550 

1581 

1606 

1625 

1535 

1655 


Jri 
Sep 
Dec 
Trial 

■ BARLEY UFFE 1100 tarmac; E per tonne) 


ENERGY 

■ CRUDE oil NYMBC 11900 barrets, Sfoarraf) 

Latest Days Opes 

price duge Mgb Law Vri brt 

JM 16.77 +0.11 1&BB 1866 54933 108k 

Feb 1905 +011 19.11 18.95 27308 59255 

Mar 1920 +098 1925 1909 10931 31196 

Apr 1930 +005 1935 1923 6313 19.837 

May 19.41 +005 1945 1038 1688 19.312 

1948 +008 1950 1942 5,174 31,515 


JM 

74 65 

-080 

75 00 

7450 

34 

486 

Star 

77.25 

-0 75 

77.25 

77.10 

24 

1340 

MW 

7850 

-1.00 

- 

- 

- 

20 


80 50 

♦825 

- 

- 

- 

6 

Triri a 1812 

■ SOYABEANS C8T (5800bu mt eafiSQh hSKQ 


JM 

1785 

+47 

1790 

1745 4803 17.KS 

Mar 

1775 

♦47 

1780 

1730 5.112 17.876 

May 

1755 

+40 

1750 

1717 1820 5808 

Sop 

1745 

+35 

1724 

1721 B1 42S 

Kov 

Triri 

1750 

+35 

” 

30 

11314 41802 

■ COFFEE 'C CSCE (37.500tB; oante/be) 


Jai> 


70490 -1550 771 00 70190 26672 69,048 
708 75-1375 72400 70700 4562 27.729 
71325 -12.50 77790 71100 1244 26,783 
71090 -1225 7X50 71590 1271 22.186 
71190 -925 72100 71090 38 1.723 

69050 -8 50 695.00 695 00 2 56 

35588 149588 
■ SOYABEAN Oft. CBT (COJXXXbK oenta/ta) 


May 


Sep 

Tom 


Dec 

17550 

+830 17650 16700 

333 

1,190 

Mar 

19L50 

♦ 5 80 170.25 16135 9574 13.051 

May 

16215 

♦5.70 16250 15550 

327 

4353 

Jri 

155.75 

♦550 15680 14950 

225 

2^80 

Sep 

T482S 

+3.75 150.00 14580 

50 

1,198 

Dee 

14225 

+225 14350 13880 

77 

S34 

Triri 


11, IBS 23JB9 

M COFrapcO)(USeama/pounffi 




Jm 
Trial 

M CRUDE OIL IPE (S/banel) 


Dec 1 
Comp da8y 
15 fir 


13672 

12023 


12623841438) 


Irian Day's 

price cfcenga Mgb ten 

1820 +004 1830 1808 16270 59.038 
1825 +009 1821 18.12 11.713 61S77 


Jan 
Fen 

Mar 1825 +OW 1930 1815 4.472 16.979 


“ =0 


Dec 

2517 

-028 

2550 

2515 

5910 5.452 

■ WHITE SUGAR LIFFE (50 tonnes: S/tenne) 

JM 

2543 

-027 

25.75 

2540 10.108 45955 







•fir 

2573 

-053 

2684 

2569 

3349 33803 

Mar 

311.1 

-16 

3125 

3114 

542 22,749 

May 

25 88 

-0.17 

2680 

25 B2 

*14 13.134 

May 

3151 

-1.8 

3174 

3154 

603 5868 

Jri 

2592 

-017 

28.10 

2585 

729 11850 

Am 

3183 

-14 

319 4 

3164 

S33 4,724 

Aefl 

2583 

-014 

25.90 

2585 

330 2,032 

Oct 

3125 

-2.7 

3139 

3127 

249 3314 

Triri 





22.14 117807 

Dec 

3115 

-25 

3168 

3160 

- 142 

M SOYABEAN MEAL CBT (100 tons: S/tari) 

Tetri 





1327 38872 


Apr 

1824 

+aoa 

1129 

1814 

4,475 10.758 

Dec 

230 6 

-59 

2367 

230.3 

7801 14512 

«n 

1825 

+089 

1825 

1616 

1,164 8.100 

JM 

2225 

-54 

2288 

2222 

7898 31570 

Jun 

1815 

-001 

1885 

1615 

910 14820 

■br 

217 3 

-48 

2222 

217.0 

6842 35555 

Triri 





rfa Mi 

■ay 

214 5 

-33 

2183 

214 5 

1578 20.732 

M KEATING Oft. HTMEX >42.000 US nfe. cAJS natal 

Jri 

2143 

-34 

2175 

2140 

1.500 14.486 







tag 

2135 

-35 

2175 

2150 

71 3579 


Uteri 

Otfe 



Open 

Total 





2&BB1265K 


■ USE AM Official CIS nttac 1X856 

LME doring C/S rate: 1X835 

Sp± 16325 3aflfc 1979 6 d0e 16BS99«3a 16539 

■ HIGH OHAPE COPPER (COMEX) 

Sen Day** Opea 

price change Mgb Lew Pal M 

8190 +005 82 40 8125 1634 5948 
82.40 +025 6130 81.70 515 2.458 

8100 +0.10 8180 8240 220 1,799 

8140 +005 84.10 8260 6455 31973 
B390 -QB5 83 SO 8350 62 1.478 

8410 +005 84.90 8360 433 4.791 

TpMI 11.802 859MI 

PRECIOUS METALS 

■ LONDON BULLION MARKET 

( Prices suppbaa by N M RcffiscMtP 

E equrv SFr equl* 


price ctanga Mgb Low Vri M 

Jaa 5310 +059 5345 52 75 21.093 25294 

Feb 53XS +040 5405 5335 11,818 2S294 

Mar 54.10 +05S 54.10 5390 4.095 14.324 

Apr 53.50 +060 5365 5325 1.774 7.648 

Hey 5265 +090 5100 52 GS 846 6214 

Jan 5295 +060 5290 5250 1.145 5383 

Total 43911 1319*« 


M POTATOES UFFE (20 tonnes; C per toms) 


M GAS OB. PE 6W»| 


Dec 

Jan 

Ml 

Mar 

Apr 



Self 


Open 


price change Mgb Lew 

Vri M 

Dee 

10575 

♦1.75 1C625 164 50 

7833 17.113 

Jwi 

166 75 

.185 186 75 164 75 

6882 23 420 

Feb 

16600 

+050 16780 165.50 

2J57 16.195 

Me 

105.75 

•0-50 16600 16525 

1497 10.779 

Apr 

1S00 

+0 50 185 50 164 50 

1.175 4,444 

Mar 

16435 

♦0-25 164 75 164 00 

266 2.808 

Triri 



2383D 9A4S5 

■ NATURAL GAS « (1800 Teres praB pH Baa) 

Jan 

17350 -0 300 17.350 17.950 

20 2825 

FriJ 

18200-0400 18 300 18200 

75 3 040 

Tetri 



396 12215 


Mar 

05.0 


_ 

_ 

_ 

- 

Apr 

1120 

-78 

1168 

1128 

56 

1.060 

May 

1220 

-7.1 

- 

- 

- 

22 

JM 

1320 

-7.1 

- 

- 

- 

- 

Nee 

SU> 

- 

- 

- 

- 

- 

Triri 





63 

1,105 

M FREIGHT (B1FFEX) LIFFE (SlQ/lnctav pewni 

Dec 

1215 

-10 

1220 

1215 

41 

294 

JM 

1230 

-10 

1230 

1270 

79 

698 

Fed 

123) 

-5 

1230 

1230 

30 

— 

«P» 

1X5 

-15 

U30 

1325 

13 

411 

Jri 

1200 

+10 

- 

- 

- 

124 

Total 

Ctae 

Fiat 



163 

1832 

m 

1190 

1T76 






fix 


174.208 419946 
175227 421-521 


oz) S pnee 
2914029490 
2920029330 
k 29150 
295.10 
29540-235.70 
2S2JO«2aJ 
see 29250-29400 

Moon Goid Lending ftatM (Vs USS) 

_„>3,79 6 months . -0-95 

3.79 12 months.- -397 

362 


NATURAL GAS HUB (10.00) IHtti.; SfiattBl 


Jaa 


Iriari Day's 

price change High law 

2710 -0053 2812 2690 
2610-0034 2.680 2590 
2430-0019 2480 2435 
2275+0001 1300 2266 
2240+0.006 2255 2Z30 
22-50+0011 2S0 2225 


Apr 
Kay 
Jon 
Total 

■ UNLEADED GASOLINE 
WWX 142800 US Bab . C.US pfc.1 


vai u 

29371 51,170 
10507 26015 
35*1 20.379 
1J086 11.660 
786 1366 
72B 8.354 

<8,738311314 


PULP AND PAPER 

■ PULPEX QMU (USS: 24 a* ary tow) 

5*0 Oat’s Open 

price change Hgti low Vri brt 
Dec SM25 +125 50925 50775 22 178 

MV S3525 +6255 53800 53200 77 344 

Trial 99 554 

FUTURES DATA 

4? tatoras data supfited fiy CMS. 


VOLUME DATA 

Open wares and Volume data shown tar 
contracts traded on COMEX, NYMEX C8T. 
NYCE. CME. CSCE and IPE Crude Ort are 
one day fa arms. Volume & Open Interest 
tetris are for effl traded months. 


INDICES 

M Reuters (Base. 18/8/31 g 100) 


p/truy oz. 

US ct9 equlv. 


latest Bay's 




Ope" 

315.50 

53180 


price ttam 

MgA 

hut 

Vri 

M 

318.75 

534.70 

Jan 

5680 

+025 

56 75 

5610 11820 34.437 

321.50 

rivW DJ 

54285 

Fab 

5F-60 

+038 

57.00 

5685 

3203 15.305 

327.40 

Mir 

57.25 

*021 

57 50 

5720 

1513 

9 867 

S price 

E equw. 

Apr 

saw 

♦023 

6000 

59.90 

1828 

8.108 

2978D2SU50 

177-178 

May 

59 00 

- 

5970 

59« 

1.483 

7.616 


" 

Jm 

59 30 

*028 

5960 

5920 

937 

5231 

70-73 

42-43 

Tew 





20821 

90.185 


Minor metals from Metal Bjjaei 
Evropean free market, $ per lb <n ware- 
house. unless otherwise stated kdunpes in 
brackets). A nti mon y ; 99 65%. S per tome, 
1.590-1.680 (1J850-1.730). Bismuttc mm 
99.99%. tome lots 330-135. Cadmium: 
msi 99.95%. cents a poUKJ, 30.00-4000. 
Co belt mb free market, mm 99.8%, 
35 25-26.25 125.00 -26. 00): mill 99.3%. 
19 10-19.60 (19.20-19.701. Mercury; mm 
99.99%. S par 76 b ttek. 140-150 Molyb- 
denum: efrummed moty b dc oxide. 3.80- 
3.95 (3.55-3.601. S e leniu m: min 99 586. 
2.00-3M. Tungsten am suntUM nan 
«5V 5 pm tonne unit, CIF. 40-52. Van a- 

I m-orn, GIF, 4.35-1.W l*.2^.?a. 


Dec 2 

1793.9 


Dec 1 

1795.5 


month ago year ego 
1821.7 18632 


■ CRB Futures (Base. 1967 a 100) 


Dec 1 Now 28 

236.96 235.55 

I G5a Spot (toe: 197Q = 1QQ) 


month ago year ago 


Dae 1 

189.38 


Novas month age year ago 

190.69 20593 210.98 


MEAT AND LIVESTOCK 

■ UVH CATTLE CME (40TOOSK; cartato) 


Mea charge Mgb la M brt - 

67.150 +U3S 87.225 66JE50 8,111 16,754 
87000+0.150 67950 6747518459 45,441 
71.425-0025 71600 7125 4464 20,212 
69475+0:050 70000 68.725 1.179 12*15 
70350+0.100 70400 70175 542 4,716 

7Z62S+0375 72D50 72.450 128 1.298 


■ COCOA PCCO) (SDR'artonne) 

Dec 1 Price Fm. fiy 

Daly 122090 1222,71 

M COFFEE UFFE (9 tomea; SAome) 


Free, day 
nfc 

me 


SUGAR ‘IT CSCE U12.00ate; centV1hs| 

Msr 1245 -0 04 1250 123930247 ti3k 

Hey 1236 -005 1241 1231 R936 32730 

Jri 1204 -006 1211 1200 5,132 2BJ2S 

Oct 1178 -Oil 11-89 11.7V 2540 22777 

Mar 11.58 -0.11 11 65 1185 172 8888 

May 1153 -OH 11 64 11 64 42 915 

Trial 54 . 1292 B 2 JQB 

M COTTON NYCE (50.000103; cants/lte) 

Dec 6820 -1.15 6950 6725 352 481 

Mar 69.79 -0 34 70 13 69 13 6.134 43053 

Hay 71.14 -0 32 71.30 7050 2.266 11451 

Jri 7220 -038 7240 71.15 1.758 11052 

Oct 73 70 -0.13 7420 7135 86 1,010 

Dae 74J11 - 74.15 7381 403 10554 

Total 11,105 82833 

M ORANGE JUICE NYCE (imOOtag cents/Iba) 

JM 80.15 -220 8325 8000 2040 22848 

Mar 83 40 -210 SB 40 8320 1.720 14 ,524 

M»T 86.60 -190 89 10 86.60 195 1487 

Jri 89 50 -1.90 91.75 8950 72 1.874 

Sep 9225 -130 - - 23 938 

Dm 9425 -1 90 96 00 9500 II 

Trial 4061 «J7| 


UM WAREHOUSE STOCKS (tomes} 


AhJIBHum 

-1.975 

to 

668.425 

Ahjnwbum stay 

-100 

10 

43840 

Copper 

+2.175 

10 

340,900 

Lead 

-300 

to 

118.450 

Ndiel 

-348 

to 

68306 

ZSnc 

+2.950 

to 

407.650 

Tfl 

.170 

10 

H280 


■ LEAN HOQS CME (40.000lbB; can*8/tas) 


1535 45 381 Dec 

1582 1054 48514 Ml 

1591 553 18,768 Apr 

1621 45 4.691 JM 

1835 30 5.736 Jri 

1650 30 9,124 Aag 

SAM 9M83 Trial 


82075-0425 52500 61500 2340 9,709 

595S-QJ0O 80450 59500 3£1B 17535 
57.075-0.100 57400 57400 1,085 6471 

65575-0.175 85575 65.150 228 3461 

84.150 -0250 64500 64.150 35 1286 

61475-0.175 82000 61.700 18 217 

7222 4A540 
■ PORK B8JJES CME (40 JXIOKw; cenla/Iba) 


Fab 

57800+1825 57800 56.700 1.107 

7812 

Mar 

56.150+0850 56850 S5J00 

234 

1.154 

mm 

55850+1800 

58800 55,750 

26 

557 

Jri 

S6300 - 

58.700 5S.700 

18 

395 

tat 

50225-0.060 

63.850 53250 

7 

54 

Tetri 



T37B 

9.1BB 


LONDON TRADED OPTIONS 

Strika price S tonne — Cafe— —Pots — 
■ ALUMMUM 

(99.7%) LME Jan Apr Jan Apr 

1500 87 112 4 21 

1000 21 S3 38 00 

1700 2 20 118 125 


Jan Apr Jan Apr 


(Grade A) LAE 


1700 

138 174 

12 

31 

1800.-. 

88 110 

42 

05 

1800 - 

27 64 

100 

117 

H COFFEE UFFE 

Jan Mar 

Jan 

Mar 

1700 _ _. 

102 145 

17 

70 

1750 

70 109 

33 

84 

1900 

41 87 

58 

112 

M COCOA UFFE . 

Mar May 

Mar 

May 

975 

86 84 

21 

30 

1000 

61 78 

31 

40 

1025 _ . 

38 09 

44 

52 

■ BRENT CRUDE 




IPE 

Jen Feb 

Jan 

Feb 

1850 

15 46 

49 

76 

1900 

5 29 

- 

. 

1950 _ 


- 

- 

LONDON SPOT MARKETS 

■ CRUDE OIL FOB (per btnreQ 


■K»- 

□Ubai 

Sl7.2fl-7.38ri 

+0085 

Brent Bend (dstec* 

Si 787-7.89 

-Q.145 

Bren Band (Jan) 

Siai7-e.i9 

+0025 

W.TJ. 

Sia.7b-8.77W 

-0.130 

M OH. PRODUCTS NWEpraept (Mvary OF Cbnoe) 

Premium Qascfee 

SI 87-188 


•+1 

Gaa Ot 

SI 68-1 72 



Heavy Fuel O* 

S94-96 


-2 

Naphtha 

Si 80-181 


-1 

Jec fuel 

SI 89-191 


♦■1 

□tad 

3160-182 


+1.5 

M NATURAL GAS (PoncVthamJ 



Barter (Jan) 

17.90-18X0 

-0.30 

nawiaw Argue. Tel London i 017 1) MB 8752 

■ OTHER 




Gold (per troy oz)* 

$264.65 


+U80 

(per troy oz# 

534.00C 


+13.00 

Ptabrun (par trey tnj 

moo 


+4JO 

PeAodum (per troy ca.) 520025 


+425 

Copper 

89.0c 



Lead (US prod.] 

45.00c 



Up (Kurin Lumpur) 

19-57r 



Tin frtaw Yorffl 

271.8 



came pve weigtt) 

91^0p 


-055* 

Steep (he 

92J1p 


-621* 

Pigs (Bre wrighOT 

Bl.TTp 


-2^8* 

Lon. day sugw (raw) 

S297.6C 


+4^0 

Lon- day sugar (wte) 

S30U20 


+1J20 

Britay png. feed] 

Unq 



Matos (US Noa Veto*) £109.00 



Wheat (US DarV North) Unq 



Rubber (Dec)V 

54.50p 



RUbbri(Jan)V 

54J0p 



ftXtoer 0Q.RSSNO1) 

2753e 


-1 J 

Coconut on (Rri)§ 

595X)y 


-5X 

Petal O H (Malay .)§ 

5200* 


-iao . 

Copra (Rri)§ 

S407X 


+5JJ 

Sfirabeana (U^ 

1600 



Cotton OuUoctCA' Index 7680c 



woortops (B4S StOri) 

39Bp 




£ pa wane wan dmn oaad. p pantfe. e artafb. 
r MM» m Ufaii criBAg. y DfeJm. z Norite. • 
jpllMntapW 5 OF Madam. * Mon rater 
does. ' Conga an men tSaoaJ on iff/} head of rip 




CROSSWORD 



ACROSS 

1 Filming famous actress 
with a heavenly body! (8.41 

10 Manage to find poetry in 
Old English (7) 

11 Singer needing work 
dashed in. therefor* (7) 

12 Woman the lizard bit (5) 

13 Possibly Insure it because 
of nerve disease (8) 

15 Helping to hold glue that’s 
tacky as a rule (10) 

16 Tried to drop journalist 
from head office group (4) 

18 Resistance units only 
helped married 'soldiers ini- 
tially (4) 

20 One member finished repla- 
cing his exhaust (TO) 

22 Blabbermouth has to count 
the first drink (4-4j 

24 Inexperienced, but back to 
time to get prize (5) 

28 Ban on SF film title (7) 

27 California fish trade (7) 

28 Breaking up solid matters 
is a poser 17,5) 

DOWN 

2 Taking notice of man hold- 
ing racket, for example (?) 

3 Old boy running Castle Bar 
IS) 

4 First person to be cross 
with goat! (4) 

5 Mollusc grasped too loosely 
( 10 ) 

8 To upset salesman gets 
drunk (5) 

( 

l 

ji 

? 

* 


7 Performer about to start 
making a pile (7) 

8 Dramatic enquiry resolved 
to enter Bob. too 
12^2.3,221 

9 Visits greyhound stadium 
and becomes ruined? 
(4^3.4) 

14 Terrible mist around mod- 
ern America caused hv 
fires (10) 

17 Having exchanged lira goes 
to find harem (8) 

19 Cailas admits Jolson makes 
people shiver! (7) 

21 Suppose Tm not out to take 
time going round? (7) 

23 Opinion of some fiea-bitt»n 
etchings! (b) 

25 Good book for circus per- 
formers? (4) 


Solution 9,547 
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Footsie launches another advance on 5,000 


market report 


By Steve Thompson, 

UK stock Market Editor 

^Adon shares built strongly on 
Monday s surge, delivering a 
ready response to a further round 
of confidence-boosting perfor- 
man ces from overseas markets. 

Once again it was Wall Street 
that provided the initial impetus 
for global markets. The Dow 
Jones Industrial Average moved 
up 189 points - its fourth biggest 
ever rise in points terms - pass- 
ing the 8,000 level in the process. 
At its best, the Dow was more 
than 225 points ahead. 

More good news for European 


markets came from Hoag Kong 
where the Hang Seng index 
posted a 4.3 per cent rise, more 
than offsetting a relatively mod- 
est Can in Tokyo and another dip 
by the Seo ul market. 

The 5TSE 100 Index finished a 
relatively brisk trading day 55 s 
higher at 4,977.6, having hit a ses- 
sion high of 4£80.1 as Wall Street 
rallied from a slightly uneven 
opening to post a near-20 point 
gain early yesterday. 

Over the past two sessions 
Footsie has rallied 145.8 or 3 per 
cent, a rise fuelled mainly by the 
exceptional strength of Wall 
Street and a strong recommenda- 
tion for UK stocks from Merrill 
Lynch, the US broker. 


The other FTSE Indices contin- 
ued to lag the 100 index, how- 
ever, with the FTSE 250 only able 
to muster a 10.8 improvement at 
4^68.4 and the FTSE SmallCap 
up 1.9 at 2,275.0. 

Apart from the overall strength 
in the leaders, the trading session 
was highlighted by numerous 
individual features, including the 
much-heralded sale of National 
Westminster Bank’s loss-making 

equities- and derivatives divi- 
sions, which make up NatWest 
Markets. 

There was more takeover activ- 
ity yesterday, with Menydown, 
the cider and “alcopops” make:, 
accompanying its lapse into 
losses in the half-year with news 


that it had received a takeover 
approach. Other takeover stories 
circulating in the market 
included Hambros, one of the few 
remaining UK merchant banks 
and BICC, .the heavy electrical 
and engineering group. 

The financial areas of the mar- 
ket ware alive with talk of “the 
race for mergers' 1 , a race which 
was said by dealers to have been 
set in motion by NatWest’s 
release from its investment hank- 
ing ambitions. There was grow- 
ing intensity yesterday to the 
story that a merger with Halifax 
was looking incr easing ly likely. 

The FTSE 100’s splendid perfor- 
mance over the past two days, 
which has seen the Index recoup 


all the losses suffered last weds, 
will be tested by economic news 
emerging during the rest of the 
week. ■ - - 

First, London has to face the 
outcome cf the monetary policy 
committee meeting, which 
announces at noon on Thursday 
its decision on whether to 
increase domestic interest rates. 

And Friday brings the US non- 
farm payroll report for Novem- 
ber, always a key factor . In 
whether the US Federal Reserve 
changes interest rates. The Fed's 
open market committee is sched- 
uled to meet on December 16.; . 

Turnover in equities was 
7028m .shares, of which, 44 per 
cent was in nan-Footsie stocks. 


>500 " 

gas?- r-- r 

_ "ij-r 


indices and ratios 

FTSE 100 4077.6 

FTSE 250 466K4 

FTSE-35Q 2S9A6 

FTSE AB -Share 2341-68 

FTSE All-Share yield 3-33 

Boa* p t farmi ng sectors 

. .1 Banks: Ratal. 

-2 insurance . — : : 

.3 Lite Assurance 
'4 .Rotator* Food — — 

5 Food Producers — ; — ... 


Eotttty shares.. 

- bwnwt«tlwsijws» **> onanawm 

ia» - — “ 

1000 -rrr: — r— , 


.554 FT 30 , ^ 

+108 FTSE Non-Fbsp^e JJjJ 

. +228 FTSEIOOFut Dec . 50108 
+2082 lOyrGfltytaW 7*- 

3.36 Long gffl/aqufcy y*d raw 1.95 

t Won* portomtim sectora 

i-J+fcS 1 Tobacco — n\ 

_.+28 2 AlcohoBC Bavarages 

.—.+2.0 3 Bunding Mat te — T3 

1+1.7 4 Building a Construction 

+1.7 5 Chemicate 



Takeover 
hints at 
NatWest 


By Peter John and 
Joel Kibazo 

The news that National 
Westminster is disposing of 
its securities arm set the 
clock ticking on the next 
round of consolidation 
among the UK's financial 
stocks. 

The actual announcement 
was seen as the pronounce- 
ment from a leaky and very 
rusty ship. One analyst said: 
“NatWest seems less inter- 
ested in shareholder value 
than in comparing itself 
with Barclays. The choice 
there is very much between 
a rock and a bard place.” 

Bnt now that tbe long- 
vaunted disposal is out in 
the open, analysts are keen 
to see how NatWest will 
reposition itself. The initial 
thoughts were of a merger 
with Prudential to create a 
£30bn company that could 
compete in size with Lloyds 
TSB. Some dealers were also 
citing Halifax as a possible 
bedfellow. 

The consolidation story 
does not stop there. Bar- 
clays, which last month dis- 
posed of a large chunk of its 
BZW securities arm to CSFB, 
would be left trailing if Nat- 
West did a deal. The bank 
might want to make its own 
move into the. -life market 
and go for a company such 
as Legal & General. 

NatWest. which was weak 


on the disposal announce- 
ment. ended 13 higher at 
898p on the takeover talk 
while the Pru jumped 16% to 
G53%p. Barclays rose 20 to 
£14.65. Lloyds TSB 34 to 7l8p 
despite a BZW downgrade. 
Halifax 19 to 714%p and 
Legal & General 12% to 520p. 

The ann ouncement by 
Royal & Sun Alliance of a 
new group chief executive 
came after the market 
closed. Dealers welcomed the 
news and said tbe shares, 
already strong performers 
yesterday, would outperform 
the mar ket this morning. 

The promotion of Robert 
Mendelsohn, recently head- 
hunted from WR Berkeley of 
the US, struck the right note 
with several analysts. David 
Hudson of Credit Lyonnais 
Laing said: “He is very, very 
highly regarded. He will be 
seen as just the right guy.” 

And while group earnings 
are predicted to slide over 
the next couple of years, the 
appointment removes con- 
cerns about rumoured differ- 
ences between the deputy 
chairman and the previous 
group chief executive. The 
shares rose 14 to 560p. 

Strong insurances 

Other insurance stocks 
also made strong progress, 
notably Commercial Union 
which settled a net 25 up at 
848p and General Accident, 
up 10 at £10.35. 

The UK government's 
announcement of a cap on 
tax-free personal investment 
acted like a hammer blow on 
Perpetual and took away the 
gloss provided by the recent 
sector consolidation. 

The fund manager is the 


UK’s largest provider of per- 
sonal equity plans, and also 
bjw more half its busi- 
ness linked to them. 

Its shares had raced ahead 

after Merill Lynch made its 
recent offer for Mercury 
Asset Management. Perpet- 
ual had also put a guarded 
“for sale” sign in the win- 
dow in anticipation of the 
problems that the new Indi- 
vidual Savings Accounts 
would pose. 

Yesterday, however, Per- 
petual signalled it was 
unlikely to attract a buyer 
until the fall-out from the 
£50,000-per-person cap faded 
away. The shares were off 
almost 10 per cent at one 
stage but closed 177% down 
at £2480. the worst perfor- 
mance in the FTSE 250. 
M&G. meanwhile, dropped 
42% to £1382%. 

Construction and cables 
group BICC was the best per- 
forming stock in the FTSE 


250 as takeover talk and a 
broker's recommendation 
boosted tbe shares. They 
gained 10 or 688 per cent to 

162p. 

Bid talk once again did the 
rounds in the market as a 
recommendation from Hen- 
derson Crosthwaite also 
helped boost sentiment. The 
broker which held an inves- 
tors’ dinner for the company 
on Monday, yesterday 
upgraded its recommenda- 
tion from “hold” to “buy”. 

Analyst Richard Dunn 
said: “The management bps 
taken decisive steps to stem 
losses in the energy cables 
business in Italy and Ger- 
many. Additionally, the con- 
struction business seems to 
be staging a strong recovery 
with considerable scope for 
margin improvement over 
the next 2 to 3 years.” 

Shares in mobile phones 
company Vodafone Group 
gave up 10% to 387%p after 
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broker Credit Lyonnais 
Laing cut its rating on the 
stock from “buy" to “hold". 

Tbe broker cited valuation 
reasons for the move. 
"They've had a very good 

ran an d and we think the 

shares will now pause for 
breath." said the broker. 
Vodafone’s share price has 
moved strongly over the past 
week and reached an 
all-time closing high of 398p 
on Monday. 

Turnover in British Tele- 


day Chemicals said It was in 
talks that could lead to an 
offer. Holliday jumped - 21% 
to 195p. 

Weak underlying crude 
prices restrained selected oft 
shares. Enterprise shed 2% 
to 581% with Merrill Lynch 
tolling clients that Lasmo - ' 
up a penny at 264p - offered 
better value. 

United Newspapers lifted 4 
to 757p cm f ftnfirmiiti on that 
the group is selling its pro- 
vincial newspaper group. It 


communications was 13m, of is expected to raise around 


FT 30 1IDEX 

One 2 Dec 1 Nov 28 Non 87 Nov 2B Vi ago High -Low 
FT 30 3205-2 3181.2 313&S 3180.7 316X5 2810.7 34303 2868.8 

Onl dtv. yttd 3.55 3.57 3P2 358 3^7 +04 A22 309 

P/E ratio net 20.73 2058 2029 2056 2057 1758 2253 155 

P/E ratio m 2045 2050 20.01 2056 2059 1653 2252 15.71 

FT 30 mo GOflptaDvr Ntfl 34303 1V10W. tow 484 1B/0M0. Bom DMC 1/7/35. 

FT 30 hoortjr chan ges 

Open 9 10 11 12 13 14 IS 16 High Low 

31624 32044 31885 31815 31845 3179.1 3184.1 31855 31989 32055 31775 
Dec 2 Dec 1 Nov 28 Now 27 Nov 26 Yr ago 

SEAOtWBatos 46525 46525 38524 38.740 41,143 34436 

Equity tunower {Butt - 250X1 2137.8 27205 31395 873.1 

Equity bergakst - 39518 35583 34.442 35507 19,574 

Shares traded (mitt - 709.0 6225 7435 871.7 .3865 

fExckx&ig Mm-rnarttat and ohbisms tunover but todirfng CM twremr. 

O FTSE InMnaBanm Lkntod 1997 M i«M» maenad. Tor 1997. 


S London market date . 

Rises and tala' 52 Weak highs aid 'lows UFFE Equity options 

Total Rises 958 Total 70 Total contra ct s 34582 

Total Fate 512 Told Lows 82 Cafe 14.486 

Same 1568 Puts 18506 

Dee 2 ‘Data baaed an Equity sh ar e s fated on Hie London Store Service. 


which 3m was as a result of 
a large tax-related “bed-and- 
breakfast” d eal The shares 
hardened 3% to 468%p. 

Earlier this week the 
group dismissed as market 
speculation rumours that 
the company was in prelimi- 
nary merger talks with local 
US carrier GTE. CLL advised 
clients to invest instead in 
Cable & Wireless. The 
shares firmed 2% to 535p. 

Allied Colloids, the chemi- 
cals group facing a 155p hos- 
tile bid from Hercules of the 
US. came out with interim 
figures seen as a firm base 
for its defence. Peter Cart- 
wright of Williams de Broe 
was telling clients yesterday 
the detail in the figures 
suggested Allied would be 
safe unless Hercules could 
offer 200p a share. Allied 
ended up a penny at 169p. 

Merrydown cheer 

Shares in British drinks 
manufacturer Merrydown 
jumped almost 30 per cent 
after the company said it 
was in talks which may lead 
to an offer being made for it 

News of the offer came as 
the group reported a first- 
half loss of £0.94m - includ- 
ing exceptional costs of 
£0.63m - compared with a 
profit of £0.67m a year ear- 
lier. Merrydown also said K 
would not be paying an 
interim dividend. 

The prospects for further 
consolidation within the sec- 
tor were renewed as Holli- 


£400m. Trinity International, 
Johnston Press, Newsquest 
and Scottish Radio are all 
seen as participating in the 
carve-up. Darling Kinder r 
sley, the - publisher of 
CD-Rom books, ML 27% to 
220p after a profits warning. 


FUTURES AW OPTIONS 

■ FTSE 100 INDEX FUTURES QJFFE) £25 per MHnd» point J5E2 

Open. Sattpdc* Change HJgti Urn E* vol °^^ tL 
Duo 48855 5010.0 +SXO 50165 4S50.0 6740 50328 

Mv 6037,0 50565 >60.0 50395 5009.0 1633 7931 

■ FTSE 250 MBEX HJTUHE8 0JFF9 ClO wr id Index point 

Dec 4680.0 46805 +75 48805 4680.0 22j» WS4 

Mar ■ 47355 47555 +75 47555 4755.0 Z26 60 

■ FTSE TOO INDEX OPTION (UFFE} (*4978 ) CIO per tifl Index pomt — 

4800 4880 4800 4830 5000 6050 5100 6150 

CPCPCPCPCPCPCPC P 

Oae S4h 40 ZUhSIh T76 64 138*2 80 78h W £ J53 38^ 

Jm 317*2 8* Z7S 102*2 20 115 212 135 179*2 ’56 1«fi 1J7 12gz2jgl jgb Zgb 

ftt 283*2 132 346 145 315 153*2 284 182*2259*2 282 217^^2 1« M8 ^2^ 
Hr 411 16512 385182*2 383 200*2321*2218*2289*2237*226712 XI 230 281*2 206 308*z 
Jut 52} *2 228*2 458*2264*2 398*2301*2 335*2343*2 

CMb 4JB3 Ml 4,307 

■ BUBO STYLE FTSE 100 WDEX OPTION &JFFQ CIO par Ml index point 

4825 4875 4925 4875 6025 5075 51 “ 

Me 228*2 44 183 54*2 153 68 129 85 91 106 68 132*2 48 152*2 K '»* 

Jk 296 94*2 259*2 108 225*2 123 192 139*2 162 198 134*2 181 189 205 B6*j 232 

381*2135*2 337 ISO 298 166 282*2 184 233 203*2205*2 225 190 249 1»:Z7**2 
Mr 3W 170*2 329*2200*2 269 239 216 283^ 

Jot 5BB*z 232 • 444*2 284 395 300*2 327*2338*2 

Mb 4S85 Pub 1H 893 ‘ U adwHtoB Mex otia. fanfare Otm are tare) on satttanrt P*« 
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Rockwell investors have 
seen sales and earnings 
growth in our electronics 
businesses of 21% and 
30%, respectively, over 
the last five years. 

V Rockwell 
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WOULD STOCK MARKETS 


FTTVATSTCT AT TTMPS 


Wednesday December 3 1997 



Rise on Wall Street sets a positive tone 


EMERGING MARKET FOCUS 


world overview 


World markets mostly held 
on to their recent gains, with 
investors seemingly detet- 
mmfidto erdoy a traditional 
pre-Christmas rally, writes 
Ph&P Coggan. 

Monday’s strong perfor- 
mance on Wall street, where 
the Dow Jones Industrial 
Average regained the 8,000 
level, set a positive tone for 
tile day, and Hong Kong 
duly responded with a 4,3 
per cent gain 

But the Tokyo rally stalled 
and the Korean market 
®dged lower again, as inves- 
tors awaited agreement on 
an International Monetary 
Fund bailout. 


ft***s«» of r aoowwfr . 

1PC CompoafteEmmuiia Mtttete index ' 



io0T 

"rimr rrittrtnninr-i- 

The European markets 
were mix ed, with the CAC 40 
and Dax losing ground, as 
the dollar slipped back 
against the D-Mark and yen. 

The yen hit a 5%-year low 
against the dollar on Mod- 


doc 


day. However, the Dutch and 
Swiss m arkets were higher 
and the FTSE Eurotop 100 
index gained seven points, or 
0.3 per cent. 

The market turmoil In 
response to Asia’s financial 


problems seems to have qoi* 
etened but few are predict- 
ing an imminent end to the 
crisis. 

Geoffrey Dennis, chief 
emerging markets strategist 
at HSBC James Capel, says: 
“Clearly, the problems In the 
emerging markets as a 
whole are hot over. Any 
rally win be slow and erratic 
with Aslan markets barely 
taking part at first 

“The markets are likely to 
continue to be buffeted by 
shocks, mainly related - as 
over the past five months - 
to currency developments." 

However, Mr Dennis does 
see some positive factors. 
"Although high interest 
rates in many emerging mar- 


kets are a constraint an an 
early recovery (equities are 
very expensive relative to 
cash), emerging market equi- 
ties how look extremely 
cheap relative to earnings,* 

In the rest of the world, 
analysts are grappling with 
the effect of the Aslan crisis 
an corporate earnings.- “We 
continue to revise our port- 
folio in response to evolving 
events in Asla, N says the 
European team at doldman 
Sachs, 

“While we have not made 
any further cuts in our earn- 
ings estimates, there is a Sig- 
nificant likelihood that this 
oould occur, 

“The defensive tilt that we 
have put Into our portfolio 


reflects our view that - any 
tympany doing tostaestrin 
Asia or faring competition 
from Asian producers is.vul- 
nereble to a flow of negative 
flows from that area." • 

doldman has ' out its 
recommended weighting in 
Germany and raised it in 
Italy. 

“The prospect of the Ital- 
ian tax reform proposals 
being passed and the 
ittOttutag a ttr ac tive ness of 
a market which is dominated 
by companies whoso earn- 
ings are largely sourced out 
of the domestic Italian' and 
European economies, has 
reduced the risks in Italy 
despite odr View that the 
market Is fully valued." 


Massacre fails 
to ruffle Cairo 


Tech stocks 
stumble over 
earnings fears 


Frankfurt holds above 4.000 


FTSE 


AMERICAS 


US stocks felled to follow up 
Monday’s explosive rally as 
technology stocks stumbled 
on concerns about future 
earnings, writes John Labate. 

By mid -afternoon, the Dow 
Jones Industrial Average 
was up 2.74 to 8,035.85, while 
the broader Standard & 
Poor’s 500 index slid 2.71 at 
072.07. Most or the action 
was focused on the computer 
sector, with the Nasdaq com- 
posite Index falling 17.54 or 
L08 per cent to 1,613.18. 

Small stocks were also 
weaker as the Russell 2000 
index of small company 
shares lost less than one 
point at 433J39. 

“The market usually 
doesn't follow a big day with 
large rises or falls, so this Is 
not unusual," said Stephen 
Shobln, technical analyst at 
Lehman Brothers. Monday's 
rally was led by the 
blue-chip sector, as the Dow 
gained more than 180 points, 
a rise of 2.4 per cenL 
Trading was far more 
mixed on Tuesday, led by a 
sharp sell-off in the technol- 
ogy sector. Cabletron, the 
computer networking com- 
pany, plunged more than 29 
per cent or $6£ to $16% after 
the company warned that 
nine-month earnings would 
fall below expectations - the 
third successive quarter that 
they have done so. 

In the semiconductor sec- 
tor. shares in Altera tumbled 
22 per cent or lift to $40 
after Morgan Stanley cut its 
rating. Most of the chip sec- 
tor was down, and the Phila- 
delphia Stock Exchange's 
index of semiconductor 
shares plunged nearly 6 per 
cent to 287.13. 


Xillnx also came under 
pricing pressure and its 
shares fell $4ft or more than 
10 per cent to $36%. 

After Monday's rally the 
banking sector was more 
evenly traded yesterday but 
merger speculation contin- 
ued to move mid-sized bank- 
ing shares. KeyCorp rose fl 
to $70fl while PNC gained 
$% to $57% after both shares 
were put an the “buy" list by 
Brown Brothers. Among 
larger banks. Chase Manhat- 
tan was down $$ to $114^. 

In the Dow. Coca-Cola rose 
$1% to $GSfi after an analyst 
recommended the stock as a 
“long-term buy". 

Ford Motor's shares rose 
$% to $45 on news that the 
carmaker had launched a 
joint venture to make 
vehicles for the Chinese mar- 
ket 

TORONTO continued to 
rally on the back of a strong 
run for the h anking sector. 
The 300 composite index was 
up 07.33 at 6,691.20 at noon. 

Banks stayed firmly on the 
buy side, making up for a 
dull performance recently 
and benefiting from vague 
talk of a possible cut for 
Canadian interest rates. 

By midsession, Bank of 
Montreal had put on C$1.45 
at C$65.30 and Royal Hank of 
Canada C$1.95 at C$80.80. 
Toronto Dominion Bank was 
90 cents ahead at C$53.55. 

BCE gained 90 cents to 
C$4450 and Northern Tele- 
com put on 50 cents to 
C$137.00. Alcan Aluminium 
was up 55 cents at C$39.55. 
Drinks and entertainments 
leader Seagram rose 45 cento 
to C$46.45. 

Golds were mixed in spite 
of the generally better show- 
ing for the bullion price. 


Shares in FRANKFURT 
failed to build on Monday’s 
gains but still finished well 
above the psychologically 
important 4.0W) level. 

With institutions reluctant 
to buy shares aggressively 
ahead of the year-end and 
without a clear lead from 
Wall Street, the Xetra Dax 
index closed 29.62 lower at 
4.096.4. 

Corporate news was the 
main feature in a lacklustre 
market. Chemicals leader 
Degussa was a weak per- 
former, losing DM2.10 to 
DM82.70 after poorly 
received annual results. 
Although earnings per share 
met analysts’ expectations, 
dealers said pre-tax profits 
had come In lower than 
anticipated. 

Troubled engineering 
group Deutsche Babcock was 
boosted by news that it had 
cat its annual loss and 
increased sales. The shares 
closed DM6.3S higher at 
DM87.35. 

Carmakers rose after an 
upbeat survey from the Ifo 
business research institute, 
which said annual car pro- 
duction should grow by 7.5 
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Sao Paulo climbs 2.4% 


Latin American centres 
pushed higher with senti- 
ment boosted by the more 
stable showing in Asian 
markets and the uptrend in 
Brazil which continued to 
build an Monday's gains. 

SAO PAULO moved ahead 
strongly in good volume fol- 
lowing a positive broker 
note on index heavyweight, 
Telebras. HSBC James Capel 
reaffirmed Its buy rating on 
the telecoms leader after dis- 
cussing third-quarter results 
with company officials. 

Telebras rose 2.9 per cent 
to R$121.30. a performance 


largely instrumental In send- 
ing the Bovespa index up by 
232 or 2.4 per cent to 9,881 at 
midsession. 

MEXICO CITY was 4.83 
higher at 5,123.01 on the IPC 
index at midsesslon. Volume 
was thin but brokers said 
banks had been relatively 
active after HSBC James 
Capel initiated coverage of 
the sector with a number of 
long-term buy ratings. 

"The Asian-driven sell-off 
has made bank shares look 
cheap," HSBC said. Banacd 
gained 16 centavos to 19.52 
pesos. 


per cent this year, up from 
47 per cent in 1996. Ifo also 
said it saw few signs of a 
slowdown. 

BMW rose DM15 to 
DM1,392, Daimler Benz 
DM1.30 to DM129 and Volks- 
wagen DM17 to DM1.049. 

PARIS ended little 
changed after a day of nar- 
row, uncertain trading. The 
dollar lost some of its recent 
buoyancy and Wall Street's 
slack start did nothing to 
cheer traders in the final 
stages of the session. The 
CAC-40 finished off 5.39 at 
2^13.09. 

Accor continued to benefit 
from takeover talk, although 
it was not clear from the 
rumours whether the hotels 
giant was seen as a predator 
or a victim. The shares rose 
FFr28.00 to FFr1,154. 

The recent good run for 
selected retailers spilled over 
into Promodes, which rose 


FFr53 to FFr2,265. But 
Pina ul t-Prln temps ran Into 
profit-taking, dipping FFr2 
to FFlflJlO. 

Oils remained troubled In 
spite of a steadier day for oil 
prices. Elf Aquitaine shed 
FFr19 to FFr664. Among 
smaller caps, Ski Rossignol 
gained FFr10.70 or 10.2 per 
cent to FFr116 on takeover 
rumo urs. 

AMSTERDAM traded nar- 
rowly. Paper leads' KNP BT 
was the day's best per- 
former, adding FI 1-50 or 3J5 
per cent to FI 44JM. Pubiaher 
VNU was also a strong fea- 
ture. gaining FI 1.80 to 
FI 49.70 on the back of a bro- 
ker's buy recommendation. 

Among financials, INC 
reversed a period of dull 
trading with a gain of FI 2.00 
to FI 84.10. Fortls Amev 
added 80 cents to FI 85 B0 In 
spite of a downgrade from 
“buy" to “neutral" by ABN 
Amro Hoare Govett Talk of 
airline mergers got behind 
ELM, up FI L4Q to FI 7490. 

The overnight bounce for 
US tech stocks lifted ASM 
Lithography, which ended 
FI 5.00 higher at FI 134.60. 
Baan gained F1150 to FI 150. 
At the close, the AEX index 
w as up 3.61 at 913.70. 

BUDAPEST closed higher, 
helped by another strong 
performance from telecom- 
munications utility Matav. 
The Bux index finished 
106.41 better at 6B12B8. 

Matav was again the most 
heavily traded stock as insti- 
tutional investors continued 
to pick up shares following 
Its privatisation offering last 
month. The shares ended the 
day Ft34 higher at Ft880. 

MILAN continued to be 
dominated by hopes of an 
interest rate cut as dealers 
speculated that the Bank of 
Italy would act by the end of 
the month. 

But after trading most of 
the day In a narrow range, 
shares eased towards the 
close on an uninspiring Wall 
Street, and the Mibtel index 
ended 20 lower at 15,592. 

Pirelli rase L44 to L4640 as 
the stock continued to bene- 
fit from market approval on 


the back of its deal, 
announced on Monday, to 
acquire cable-layer SirtL 

Flat rose in spite of recent 
negative comments from 
brokers. Helped by a market 
view that the stock was 
oversold on Latin American 
worries last month, the 
shares climbed L12 to L5J.70. 

Oil stocks continued to be 
a weak market, with drilling 
company Saipem among the 
market’s biggest fellers, los- 
ing L389 to L9.443 after par- 
ent Eni said it planned to 
reduce its 66 per cent stake. 
E ni dr opped LI 19 to L10.029. 

ZURICH saw late buying 
and the SMI index ended 44^ 
higher at 5,919-9. ABB rose 
SFrl4.00 to SFrl.936 after 
Salomon Smith Bartiey re- 
affirmed its outperform rat- 
ing on the shares. 

Holderbank added SFr22 to 


SFrl.279 on news of the bid 
for the otrtatafljding minority 
interest in Swiss cement pro- 
ducer Fortiand-CementWeik. 

COPENHAGEN was. a dull 
market apart from shares in 
biotechnology leader Novo 
Nor disk, which closed 
DKraiSO higher at DBW86, 
boosted by news of a licen- 
sing deal with Saflofi Of 
France for its anti-epilepsy 
drug GabltrlL The KFX 
index rose L6 to 195.3. 

ISTANBUL rallied follow- 
ing flews of government 
plans to freeze public sector 
prices for the first half of 
1998. The ttfflKB National loo 
index closed 109 or 3.9 per 
emit higher at 2t923 hi trad- 
fog volume 75 par cent .dp on 
Monday's depressed levels. 


Written end edted by Jeffrey 
Brown, Jonathan Ford arid 
Patw Hal. 


SOOTH AFRICA 

shares in Johannesburg 
ended higher but Off the 
best of the day after a dull 
session for Industrials 
Undermin ed a modest rally 
fra* grids. 

At flie dose, the aH4hare 
index was dp If A at 6,341.6. 
Industrials shed 15,4 at 
7,741.2* hat golds edged 
higher aS the bulUon priced 
bounced off Its low for the 
session. 

The golds index ended 5.5 
better at 7148. 


The Egyptian stock market 
has proved relatively resil- 
ient in spite of anxiety over 
MflHfltmi security following 
the kflhfig of 58 tourists by 
tflinirrttrt extremists. in the 
Nile resort of Luxor on 
November 17. . 

Trade on the Cairo tttoCk 
Exchange, immediately 
before the attack had 
already slowed considera- 
bly. Over the first two 
weeks of November, the 
Capital Market Authority 
index had eased try more 
than 2 per coat orS paints 
to 355, 

Investor reaction Immedi- 
ately after the outrage, 
which has caused a 90 per 
cent fall In tourist arrivals, 
was understandably defen- 
sive. But broken report 
little real weight of selling. 

Yesterday, the CMA 
index, ended off 3.86 at 
345L54- this c omp ares with 
a high for the year of 
427.77; The Egyptian pound 
had a better day against 
the dollar, but trading vol- 
ume yesterday was weak. 

Analysts see the nndra- 
matic market trend as 
partly a reflection of two 
factors. 

First, very few tourist- 
based shares are listed on 
the Cairo exchange. Sec- 
ond, a number of long- 
awaited privatisation issues 
have been very slow in 
coming forward. 

To some exte nt portfolio 
rftati tln l^nrae built Up to 
absorb the expected flow of 
new Issues have bad to find 
their Way back into the 
market . . 

“The lack of hew issues 
has been a clear support, M 
Comm ented otie local bro- 
ker. 

Only Mlsf Hotels, the 
majority stakeholder in the 
Nfle Hilton as well as other 
hotels ahd a 73 per cent 
state-owned tourist-related 
company, Is quoted on the 
Cairo Stock Exchange. 

Its Closing share price an 
the day before the attack 
was E£158. The shares cur- 
rently stand at E£1343a, a 
decline of more «m*i 16 per 



cent 
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On November 26, the 
state hotels company for 
Ho using , Tourism and Cin- 
ema, which controls 60 per 
cent of Mlsr Hotels, 
announced that it would 
pursue plans for the priva- 
tisation o f its 65 hotels, 
which had been delayed 
earlier this year. 

The sales will provide the 
most significant signal of 
Egypt's ability to recover 
from the debacle of the 
Luxor attack. Assets valued 
at E£7bn ($SL06bn) will be 
sold as minority sales in 11 
categories. 

Egypt's major tourist 
investments are either for- 
etgn-owned hotel chains or 
private sector develop- 
ments largely backed by 
private Egyptian .compa- 
nies whose shares are not 
traded on the Cairo Stock 
Exchange. 

The bruising affect of the 
current collapse in tourism 
is likely to be felt most 
acutely by the companies 
and the hanks and financial 
backers of the country's 
most ambitious develop- 
ments, many of which have 
taken equity stakes in 
hotels. 

In London, Egyptian 
global depository receipts 
have largely retained their 
value, giving potential sup- 
port to Cairo trade where 
the price of shares in. A1 
A hr am Beverages have 
been offered at a discount 
to the London price. 

Mark Huband 


Hong Kong shoots ahead 4% 


ASIA PACIFIC 


Buyers turned out in force in 
HONG KONG, lifting turn- 
over to nearly HK$l4bn and 
sending the Hang Seng index 
shooting ahead by 465.47 or 
43 per cent to 11.216.35. 

The index has risen more 
than 6 per cent In three ses- 
sion. Turnover yesterday 
was 2.5 times Monday's lev- 
els. "The perception of sta- 
bility returning to Aslan 
stock markets is now with 
us." said one broker. 

Sentiment was boosted by 
easier local inter-bank rates 

plus Wall Street's strong 
overnight gains. HSBC rose 
HKS10.50 or 5^ per cent to 
HKS201.00. Sun Hung Kai 
added HS1.50 at HK361.50. 

China stocks surged, with 
red chips reversing eight 
straight days of decline with 
a 9 per cent bounce for the 
index. The H shares index 
rose 4.7 per cent 

TOKYO fell slightly, bring- 
ing the Nikkei 225 back 
under 17,000. The Index 
dosed at 18,910. down 9730, 
writes Gillian Tett. The 
decline followed four consec- 
utive daily rises, driven 
partly by hopes that the gov- 
ernment was moving to use 
public money to address 
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financial sector problems. 

However, traders yester- 
day pointed out that firm 
details about any injection of 
public funds were unlikely 
to emerge for several days. 
And with Japan's gross 
domestic product figures for 
the third quarter of 1997 due 
to be released today, traders 
are nervous of taking strong 
positions, analysts said. 

The data are regarded as 
particularly important, 
because they will show 
whether the economy 
rebounded after a sharp dip 
in activity over the s umm er. 
The government has blamed 
this dip on the April con- 


sumption tax rise. But if the 
slump continues into the 
third quarter, it might high- 
light longer-term structural 
problems. 

Turnover was 563m 
shares, largely unchanged 
from Monday's volume of 
553m. Winners led losers 566 
to 556. Pharmaceuticals were 
the biggest loser, driven 
down by news on Monday 
that an UK pharmaceutical 
group was withdrawing a 
diabetes drug. Banks were 
the second largest losers. 
Yasuda Trust was the sec- 
ond most heavily traded 
issue, falling Y23 to Y136. 

Blue-chip companies like 
Sony, however, continued to 

benefit from Investors seek- 
ing groups with strong earn- 
ings records. The company 
rose Y300 to Y1 1.500. 

SEOUL hit a 10-year low 
amid rising concerns about 
the likely toughness oT the 
IMF's rescue package. 

Analysts said news that 
the finance ministry had 
suspended business at nine 
merchant banks yesterday 
bit sentiment as it was the 
clearest signal yet that the 
IMF plans a painful restruct- 
uring of Korea's banking 
system. Down 6 per cent at 
one stage, the composite 


index closed 16.29, or 41 per 
cent lower at 37657. 

Banks dominated trading, 
with stronger institutions 
rising on hopes that they 
will escape closures. 

TAIWAN ended nearly 4 
per cent higher as investors 
shrugged off the political 
concerns that dragged the 
market lower on Monday. 

The rebound almost wiped 
out Monday's 5 per cent fall 
which was triggered by the 
ruling Nationalist party's 
unexpected defeat In local 
elections at the weekend. 

All sectors bene fitted from 
the rise, with the plastics 
sector gaining 6.6 per cent 
and electronics stocks 44 per 
cent. The weighted index 
rose 278.89 to 7.67953. 

BANGKOK fell on worries 
about the financial sectors 
as money rates continued to 
harden in defence of the 
baht. The SET Index fell 9.42 
or 2.4 per cent to 378.14. Hie 
banks sector tumbled 5-7 per 
cent with Bangkok H ank 
falling Bt7.50 to Bt82 and 
Thai Farmers Bt3.00 to Bt70. 

KUALA LUMPUR 
rebounded from early lows 
after bargain-hunters selec 
tively bought blue chips, 
helping the composite index 
to end 8^ higher at 53655. 


Record results 
from Siebe and 
still growing. 








In Russia, Siobe is helping to automate- baby food factories to meet that nation’s growing needs 


Interim results for the six months ended 
30 September, 1997 


6 months 

to 30,9.96 


Turnover (£m) 


Pre-tax Profit (£rti) 


Earnings per Share (pence) 




Dividend per Share (pence) 


Control Systems 


Temperature & Appliance Controls 


Industrial Equipment 


"Siebe continued to make considerable progress in 
the first half of the current year as witnessed by 
these results. Earnings per share of 27.7p were up 
again strongly, this time by 15.-41& Excluding the 
impaa of adverse translational exchange rates, 
underlying earnings per share were up by 26.3%. 
So far as the balance of this year is concerned, 
organic order backlog growth continues 
across the Group and second half trading is 
off to an excellent start The economies of 
North America and the UK am strong and key 


r 



parts of Continental Europe are looking more robust 
We do have some concerns about our Far Eastern 
markets, but at this point the region continues to show 
good overall growth for Siebe. Volatile exchange rates 
are likely to be a continuing factor in the Group's 
reported results but here too we are well positioned to 
— vB res P onc l to this issue. Having taken account 
j of all these factors we are confident 
that Siebe will deliver another outstanding 
performance for the current year." 

Same Stephens, Chairman. 
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The home of the future may well 
present a golden opportunity to 
the information,: communications 
and digital entertainment 
industries, reports Geoffrey Naim 

Cyberhome 
will open the 
way for big 
new markets 


T he home of the fixture has 
inspired generations of 
sci-fi writers and designers 
who, freed fr om the limitations of 
today's technologies, can let their 
imaginations play. Now the IT 
industry has also started to 
dream, but its vision of the 
future owes little to utopian fan- 
tasies and is ins tead driven by 
the commercial potential that 
digital consumer products could 
one day represent 
In 2000, the average new house 
may contain more than 50 micro- 
controllers - the chips that make 
microwave ovens or central heat- 
ing programmable - while home 
automation software and in-home 
networks will allow domestic 
appliances to be linked and con- 
trolled by computer. 

Digital technology is also 
poised to invade the living room. 
The digital compact disk has 
made records and cassettes 
largely obsolete and the new digi- 
tal video disk (DVD) standard 
threatens to do the same far the 
video cassette. Radio and televi- 
sion sets will be the nest prod- 
ucts to succumb to digitalisation. 
Pilot digital radio broadcasts 
have started in some countries 
and digital TV Is not far behind. 

These developments could her- 
ald a boom for the electronics 
industry as consumers rush to 
replace their analogue radios, 
tape players and TVs with digital 
systems or buy new products 
such as information appliances. 

The IT industry wants to share 
in this digital boom but its past 
track record at tapping the con- 
sumer market has been modest 
at best. “The PC has had some 
success in the consumer market," 
says lnteco, o UK-based consul- 
tancy, "However, this has only 
been possible because people 
have extensive experience of its 
benefits in the workplace." 

In the US, about 40 per cent of 
homes have a personal computer 
while in Europe the figure is 
around 20 per cent. lnteco' s 
research shows that of those 
people do not use a PC at work, 
less then 20 per cent have a com- 
puter at home. 

For a PC to succeed in the 
home as a stand-alone consumer 
product, rather than a surrogate 
office system, analysts believe 


several issues must be addressed. 
“PCs are relatively expensive 
devices compared to the average 
consumer spend on leisure activi- 
ties,” says Ovum, a UK-based 
consultancy. “They are cmaplax 
devices, notoriously difficult to 
configure and manage, and have 
an Interface which requires some 
effort to use effectively." 

The leading PC vendors have 
recently launched consumer 
models priced below $1,000, 
which is seen as a psychological 
barrier for US consumers. For 
example, IBM’s Aptiva ElB PC, 
launched last mftnth, bag a price 
without monitor of $999 and 
includes a 166MHz multimedia 
processor, high-speed CD-Rom 
and fast modem. 

Compaq la. also chasing the 
consumer with cheaper, simpler- 
to-use PCs. It predicts the con- 
sumer market could be worth 25 
to 30m PCs in 2000. However, it 
also recognises the PC may need 
a more radical redesign If it is 
find room in the digital home of 
the future. 

P Cs and PC-related technol- 
ogies “are just too complex 
and Imposing for many, 
customers to operate", says Eck- 
hard Pfeiffer, Compaq chief exec- 
utive officer, speaking at the 
Comdex trade feir In Las Vegas 
last month. “For the market to 
continue to grow at a rapid rate, 
the PC must become a lot more 
appUance-Hke." 

The digital home of the future 
will contain an array of devices, 
all genetically related to the PC 
and many with focused and spe- 
cialised services, Mr Pfeifer pre- 
dicts. "Sure, there will be a gen- 
eral purpose PC - say, in the 
study - and some will sell for as 
little as $500. But in the living 
room there will be a large-screen, 
simple- to-use digital device for 
watching movies or cruising the 
Internet" 

The WebTV set-top box, devel- 
oped by WebTV Networks, now a 
Microsoft subsidiary, was an 
early attempt at such a product, 
but it got a mixed reception from 
consumers. Some criticised the 
delay when switching from surf- 
ing the web to watching TV; oth- 
ers struggled to read web pages 
on their TV - picture quality is 
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inferior to a PC monitor. 

"Web TV has not been robust 

enoug h technolog ically but the 

potential for fids product in enor- 
mous." says WQllam Burke, vice 
president of consumer products 
with Ba telle, a US forecasting 
centre. Compaq's Mr Pfeiffer 
believes WebTV was handicapped 
by the limitations of today's TV 
rather then any fundamental 
problems with the concept. 

To demonstrate the point, he 
stamped down in an armchair cm 
the Comdex stage and began to 
watch TV on the latest Compaq 
product: the PC Theatre 9100. 
This 36-inch TV incorporates a 
PC, wireless keyboard, modem 
and a DVD player. Having seen 
enough TV, Mr Pfeiffer Tilt the 
remote’ and instantly switched to 
surfing the web. "With a product 
like this some people will not 
want to get off their couch 
again.” he says. 

However, the PC Theatre 9100 
coats more than SS.OOO - and sim- 
ilar “home theatre" PC TV prod- 
ucts from Gateway and Philips 
are also priced beyond the pocket 
of most consumers. Besides, a 
product that combines a PC and 
a TV is hardly revolutionary. Far 
more risky is Inventing radically 
new mass-market products to fill 
tomorrow's cyberhome. 

For some years. Philips has run 
a project that gives free rein to 
its designers to dream up prod- 
ucts consumers could be using in 
10 years' time. Their latest ideas 
- visible at web site www-eiuphU- 
ii xLcomldesign - assume technol- 
ogy will become less obtrusive by 
being integrated into walls and 
furniture, for example. The only 
exposed objects will be the con- 
trol interfaces which could 
become more iconic and sculp- 


tural. The designers’ mockups 
are visually daring and Include 
i dea s such as "living wallpaper”, 
which uses flat screen technology 
to handle sound and vision, «nd 
file “heart” - a device to control 
entertainment and information 
services in a living room using a 
touch-screen display or a small 
personal remote control called a 
“wand**. The kitchen, meanwhile, 
could contain a “virtual chef 
and an “Intelligent garbage can”. 

Compaq's Mr Pfeiffer also bn* 


needed to make the vision a real- 
ity. Mr Pfeiffer favours PC-based 
technologies and envisages a big 
Compaq server sitting in the 
garage that «*»"<*** home PCs 
and PC-based appliances together 
using a wireless or twisted-pair 
network. 

Critics say the PC industry 
does not really understand this 
new market, and its products will 
frustrate rather ♦*»»» excite con- 
sumers. An example is Micro- 
soft’s Windows CE operating sys- 


to get mare software.” 

The best-known example of an 
easy-to-use information appliance 
is the network computer, which 
works off a distant server. Oracle 
has mostly pmphatrigpd the NC's 
role in corporate computing, but 
It also sees NCs scoring with con- 
sumers who want to surf the 
Internet. Mauro Righetti, who 
heads European operations for 
Oracle subsidiary Nd, claims the 
first NC-based set-top boxes 
aimed at the consumer market 


Tito digjHtal^Jfonto: network opportunities 



plans for the kitchen. He envis- 
ages a wall-mounted kitchen 
appliance to handle e-mail, video 
conferencing <>nd electronic com- 
merce over the Internet His 
other ideas include a device like 
a cellular phone to handle elec- 
tronic mail, fa y»g and get infor- 
mation from the Web - Nokla’s 
Communicator is clearly the 
inspiration here - and a wireless 
video-conferencing system. 

Others in the IT industry share 
Mr Pfeiffer's vision of the home 
full of low-cost information appli- 
ances. But they differ widely on 
the technologies that will be 


tern, supposedly designed specifi- 
cally for consumer products. 

Many of those who earlier this 
year bought palmtop computers 
based on Windows CE have 
found they now must pay for an 
upgrade if they want the extra 
functions in the latest release of 
Windows CE. 

“The industry has been an the 
upgrade treadmill for many years 
but this will not be tolerated by 
consumers," says Ed lacobucd, 
(■hairman and founder of US net- 
working company Citrix. "The 
digital appliance should be fixed 
so that the consumer never has 


should appear by mid-1998. 

Yet, despite the IT Industry’s 
interest in promoting Internet 
access in the home, analysts 
point out that surfing the web is 
today a minority activity. “Even 
in the US. most home PC owners 
have never subscribed to an 
online or Internet access," Bays 
lnteco in a report on network 
computers. 

“The principal barrier appears 
to be the lack of consumer moti- 
vation - not the hardware cost.” 

lnteco concludes it is unlikely 
the arrival of $500 NCs aimed at 
consumers will rapidly extend 


Internet access beyond gristing 
PC-owning households. Ulti- 
mately, the success of the NC 
and other Internet appliances In 
the consumer market depends 
not on price but on them deliver- 
ing easy-to-use services that will 
keep consumers chiming baric for 
more. 

The only way to do this, Mr 
Iacobucci believes, is to shift the 
Internet's complexity away from 
the consumer and create an 
infrastructure of powerful Inform 
maticn servers operated by ser- 
vice providers, such as telecom 
or cable TV companies, and con- 
nected to the home using 
high-speed networks. 

“We need to centralise the com- 
plexity and distribute simplicity," 
he says. The servers would offer 
a huge range of digital services 
tailored to the needs of each con- 
sumer and priced on a pay-as- 
you-use basis. The services could 
Include Internet access, text, 
video and audio programming, or 
local information, such as play- 
list of films showing locally or 
restaurant guides. 

Ovum predicts nearly 100m 
non-PC Internet access devices 
will be installed in homes by 
2005, and the IT Industry clearly 
sees the cyberhome as a golden 
opportunity to extend its reach 
into new markets. But, ulti- 
mately, it is the consumer who 
will decide which digital products 
truly enrich their lives - and 
which are left gathering dust on 
the shop 

□ Education in the Internet age: 
the test track to online learning; 
developments in the US and 
Europe: see pages 10-n. 

□ investment in the computer 
games industry: pages 12-18 
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How important is 
this new logo? 

Well, the last time 
we brought your 
business something 
completely new 
it was called 
the Internet. 


When your network service provider 
carries the Cisco Powered Network™ 
mark, it means their network is 
built with Cisco technology - the 
technology that makes the Internet 
a reality for millions of businesses 
around the world. 

Everywhere, every day, virtually all 
of the world’s Internet traffic flows 
through Cisco equipment. It’s the 
reason that an e-mail message arrives 
in Buenos Aires from Hong Kong 
instantly; that a branch office in San 
Francisco can share files with its 
London headquarters in complete 
security; that a group of busy 


telecommuters can accomplish a 
productive day of work without 
ever leaving their homes. 

Look for the Cisco Powered 
Network mark in your network 
service provider's materials. When 
you see it, you’ll know your service 
is backed by the products and 
technology that make the world’s 
networks work for business. 

For more information about what 
Cisco products • 
can do for your 
business, visit 
our Web site at 
www.dsco.com. 
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Audacious move to IT s big league 


Under Benhamou, California-based 
3Com has gone from manufacturing 
components for networks to 
connecting the globe with them 


P ervasive global net- 
working - the ability 
to -link any users, any 
time and anywhere - is at 
the heart of Eric Benhaxn- 
ou’s vision for 3Com. 

Since taking over as 
3Com's chief executive seven 
years ago, Mr Benhamou, a 
Stanford electrical engineer- 
ing graduate, has trans- 
formed the Santa Clara- 
based group from an obscure 
manufacturer of network 
components into one of the 
IT industry’s most dynamic 
companies. 

The company, whose 
derives from computer, com- 
munications and compatibil- 
ity, was founded in 1979 by 
Robert Metcalfe, co-inventor 
of Ethernet, the most popu- 
lar networking technology in 
the world. 

However, it has been the 
explosion of interest in net- 
working and inter-network- 
ing in the 1990s - coupled 
with a string of shrewd 
acquisitions orchestrated by 
Mr Benhamou - that has 
catapulted the group into 
the IT big league. 3Com*s 
revenues last year were 
$5.6bn. 

But Mr Benhamou's most 
audacious move came earlier 
this year when 3Com com- 
pleted the $7 Jbn purchase of 
US Robotics, the leader of 
the modem communications 
market 

'The US Robotics transac- 
tion was a multi-dimensional 
transaction," says Mr Ben- 
hamou. “It is hard to reduce 
it to one thing, but early on 
our primary motivation was 
to expand our scope to 
include remote access solu- 
tions." 

What Mr Benhamou real- 
ised was that corporate net- 
works had reached a point 
where they were already 
well established in large 
buildings and throughout 
corporate campuses. But 
increasingly 3Com's custom- 
ers wanted to tie their 
mobile sales forces, branch 
offices and partners into 
their head office networks. 


3Com had a strong local 
area network (Lan) heritage, 
but it needed to expand into 
the wide area network (Wan) 
market. “Remote access is a 
second phase application," 
says Mr Benhamou. “In 
other words, you have to 
first have network In your 
main sites before you can 
provide meaningful remote 
access - we are just getting 
into the mainstream of that 
second phase." 

Mr Benhamou reasoned 
that 3Com could either 
develop remote-access prod- 
ucts internally or do it 
through an acquisition. He 
decided internal develop- 
ment would take too long. 

“We decided to be bold and 
acquire the largest company 
in that business which is US 
Robotics. By virtue of that 
acquisition we have moved 
into the number one position 
in the coveted market seg- 
ment of remote access.” 

He says 3Com was particu- 
larly attracted to US Robot- 
ics because the two compa- 
nies fitted together with 
little overlap. "During due 
diligence we did an assess- 
ment and decided that about 
two or three per cent of our 
revenues were in overlap, 
which was remarkable for 
two multi-billion dollar com- 
panies.” 

U S robotics had 
strengths in the 
modem area. “The 
kind that subscribers buy 
and nlcn the tw interns that 
service providers need to 
integrate into their central 
sites," says Mr Benhamou. 

“It turns out that modem 
technology is extremely diffi- 
cult to master and we felt 
that US Robotics was really 
the best in class company, 
being the leading modem 
vendor in the world and hav- 
ing very strong brand identi- 
fication with modems." 

In addition, US Robotics 
had developed two of the 
channels that were rather 
weak at 3Com. “One was the 
carrier and ISP channel, and 


the other one was the retail 
channel. If you look at what 
3Com had then, we had a 
very strong enterprise chan- 
nel and a very strong vol- 
ume distribution channel. 
Bui we did not have much of 
an impact on the carrier and 
ISP world, nor had we 
started to develop In earnest 
OUr retail channel 
“We certainly knew that 
transactions ww» this are dif- 
ficult to pull off, but we felt 
that the reward was going to 
be enormous. We believe 
that this transaction has 
resulted In moving us into 
an extremely strategic posi- 
tion and basically closing in 
the gap that separated us 
from Cisco.” 

As a result of the deal, 
3Com and its arch-rival, 
Cisco, are roughly the same 
size.' "We have created this 
very large gap between our- 
selves and the other compa- 
nies such as Bay, Cabletron 
and the smaller ones," says 
Mr Benhamou. The land- 
scape in our industry has 
been very materially 
altered.” 

Today 3Com is in conten- 
tion for almost all the big 
networking contracts. In 
addition 3Com can now bid 
for end-to-end networking 
contracts that involve 
remote access, Mr Ben- 
hamou says. For example 
many banks are developing 
online banking services 
which require end-to-end 
connectivity. 

US Robotics experience in 
the retail market will help 
3Com target the fast growing 
SoHo networking market. 

“It would be very nar- 
row-minded to think net- 
works would only exist in 
the enterprise," notes the 
3Com chief executive. "In 
fact, for a long time we have 
anticipated networks would 
start to penetrate small busi- 
nesses and consumers. The 
market is not big yet, but 
three years from now it 
could be extremely large.” 

US Robotics also brought 
3Com another well-estab- 
lished brand name. "We are 
now at a stage in our indus- 
try where brand matters a 
great deal Technology has 
become so complex, so diver- 
sified and so broad that cus- 
tomers will rely upon the 


power of the brand as a 
proxy far how solid a com- 
pany is «nd how much of a 
technology leader it is. 

Today our brand is by far 
the strongest brand in the 
industry, by virtue of how 
many years we have been in 
business, our global pres- 
ence and the feet that we 
have used resellers more 
than many of our camped- 


3Com’s 
top man 

Erie Benhamou. aped 41, 
cteftman and chief executive 
Education: Attained MSc degree 
In electrical engineering from 
Stanford and a Dtpkxne 
d'lngenleur from Ecala National* 
Superieure tf ‘Arts at Metiers, 


Corner After spendtag four years 
as project manager, software 
engineering manager and design 
engineer at Zlog, he oo-founded 
Bridge Communkatlona in 1981. 

He was vice president of 
engineering until It was acquired 
by 3Com in 1567. He held senior 
management positions In 
engineering and operations at 
3Com before becoming chief 
executive In September 1990. Ha 
was named chairman In Jify, 

1994, 

Other activities: Mr Benhamou 
chain the American Electronics 
Association's National Information 
Infrastructure (Nil) Task Force. 

Since 1993, he has atao served 
on tin board of Smart Valley, a 
non-profit organisation aimed at 
furthering the use of advanced 
technology in Siflcgn Valley. 

tors. All of our products will 
be SCom-brauded, but we 
have kept US Robotics as 
our brand for modems, so 
modems will be called ‘3Com 
US Robotics’ modems.” 

Another bonus from the 
deal is that US Robotics 
brought with it the Palm- 
Pilot band-held personal 
computer business. The 
PalmPilot is already hi g hl y 
successful in the US where 
mare than a million of the 
machines have been sold. 

“It fits beautifully in with 
our strategy because we 
think of it as an extension of 
the network which people 
carry literally in their shirt 
pocket" 

Mr Benhamou has big 


amhittonfl for the machine. 
This device is going to be 
increasingly well-connected 
to tiie network. Today, it 
already has TCP/IF connec- 
tivity. People can receive 
mail on 'tL They can log on ~ 
to the Internet ■ ■ 

"There is a modem acces- 
sory as well, and in the near 
future there will be other 
very interesting connectivity 
features added - such as 
paging, radio and infra-red 
connectivity.” 

So what sort of company is 
Mr ■ Benhamou trying to 
build? 

He insists that 3Com does 
not, have a single model. 
The challenge we have is to 
build a company that has 
never been built before. 
What makes ns different is 
that I. think our Industry 
moves fester than most so 
we have to be extremely 
fast, yet at the same time 
our customers want us to be 
big and stable and finan- 
cially extremely resourceful 
“At the same time, we 
have to be extremely focused 
in creating a cohesive net- 
work for customers, and yet 
the pieces have to be 

extremely loosely connected. 
If we tighten it up, the com- 
pany would slow down. So 
we think the answer is to 
create a very strong shared 
vision." 

To help achieve this, Mr 
Benhamou is using the 
power of 3Com's own net- 
works. The Mwipany has a 
worldwide intranet and 
made a point of integrating 
US Robotics 7/300 employees 
the first day after the acqui- 
sition closed. 3Com is also 
rolling out SAP's enterprise 
resource planning software 
across all its operations. 

This gives us a way to 
move forward quickly 


Software Whnec 



McLaren Is one of the vrinnlngest 
teams In Formula One history. 

Since 1966, McLaren has won 
seven Constructor's World Champt- 
onsftips, nine Driver's World Ctampl- 
onshps and more than 100 Grands 
Rix. Not to mention dree Inflanapo- 
1$ 500 wins, the LeMans 24 hour 
endurance race and five consecutive 
Can-Am sports car tides. 
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Ron Dennis. 

Managing Director. kA W® 

McLaren international 
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West McLaren Merowd ea 

"To win conststertty, you hare 
to have the besL That's why vre've 
teamed UP with Computer Associ- 
ates." says Hon Dennis. Managing 
Director lor McLaren International 
"Processing our engine and race 
data effldentijp and WeSgertty is 
crucial and CA is helping us approach 
IMn an entirely new manner.* 

Under a technology partnership, 
the West McLaren Mercedes Formula 
One Team and CA are developing an 
vmovafive nw solution that gives the 
racing tean's engineers the afafflty 
to easily assess and analyze the 
Formula car's performance data. 

Bull around CA’s Unicmer* 

TNG’, the program can monitor the 
telemetry data that the race car 
transmits to the pits ehfe if s rating. 
Everything from throttle response to 
brake pressure to even the G- forces 
exerted on a driver. TNG then 
displays the data through its award- 
waning 3-D, Real World Interface". 

"1 have a favorite saying, that is. 
to come In second is to be the first 
of the losers.’ says Ron Dermis. 

"At McLaren we're interested only 
in whnhg and we associate oir- 

sdves only vwth vrtwmg companies. 

With Computer Associates and 
McLaren, we have two waning 
companies sharing a common goal 
and common partnership." 
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towards a single company. 
We are using the IT environ-... . 
meat as a binding agent for 
company- 1 " 

Tt is throogh aggressive 
investments like this that I 
thfnh we can create a ouwrf- 
a-kiud company.” 

However, Mr Benhamou 
recognises that any attempt 
to impose uniformity , over 
the group's diverse research 
and development operations 
could be countar-productive. 

"I have learnt over the 
years that you should. Jipt 
tell : engineers which tools to 
use to build products.” . 

. 3Com is also spreading its 
'EM) dollars across a range 
of technologies, rather than 
betting on. the success of one 
technology over another. 
“ATM has now become con- . 
pletely mainstream and is 
growing fest and will be part 
of all next generation net- 
works. We also have high 

hopes that gigabit Ethernet 
will be a very successful 
backbone technology. It is 
not an either/or choice.” 



Benhamou: l We decided to be bokP 


H 


e argues that since 
the two technologies 
are optimised for dif- 
ferent purposes - ATM for 
scalability and Gigabit Eth- 
ernet for simplicity - both 
can be successful. “So we are 
investing roughly the same 
amounts in both technolo- 


3 Com is also investing 
heavily in a range .of tech- 
nologies designed to speed 
access to the Internet He 
says 3Com is investing In 
xDSL, wireless technologies 
and cable modem technolo- 
gies, because the company 
believes “cable companies 
will successfully deploy data 
services on their cable 
plants”. 

“Data over cable win be 


driven by Internet, applica- 
tions rather than tele- 
phony,” he says. There are 
starting to' be some ISP’s 
that are deploying high 
speed Intranet over the cable 
plant successfully, and that 
is really what we are betting 
on. 

“We think there will be an 
explosion in the diversity of 
access methods to the next 
generation Internet. Today 
most people access the Inter- 
net using analogue tele- 
phony. We -think there will 
be multiple, speeds of anal- 
ogue connections, x2 being 
the latest, multiple speeds of 
digital .with the various 
kPSL ' hmle mgn tat i ons . and 
there will be multiple kinds 
of wireless access.” 

: Meanwhile, the consolida- 
tion underway in the net- 
working industry will con- 
tinue. T think there is room 
for Cisco and 3Com as pro- 


viders of complete solutions, 
and 1 don't think any of the 
others can pursue the same 
strategy as us. They can per- 
haps pursue successful niche 
strategies but not a broad 
strategy. 

“Is there room for a third 
large player? The answer is 
perhaps, but it would be dif- 
ficult I don't think it could 
be developed organically," 
he says. He thinks a merger 
involving a big company 
from outside the sector, per- 
haps a telecoms equipment 
supplier, is more likely. 

“We have raised the bar of 
what is big in our industry 
to at least $7bn or $8bn in 
revenues. The game is now 
moving to that end phase 
where the boundaries and 
the power structures will be 
less likely to change. 

• “Consolidation will cer- 
tainly continue, but around 
more stable players.” 




Route to the 

networked 

economy 


A new. free guide for small 
and medium-sized busi- 
nesses, entitled Your route to 
the Networked Economy, has 
just been published by Inter- 
Forum, the UK advisory 
organisation. 

InterForum, a not-for- 
profit advisory group of IT 
suppliers and users, aims to 
help businesses improve per- 
formance through the under- 
standing and application of 
networked computing tech- 
nologies. 

The new guide - the sec- 
ond in a series of 'white 
papers' - points out that the 
global networked economy is 
forecast to exceed $220bn 
within the next five years. 

Philip Flaxton, executive 
director of InterForum, com- 
ments: "Although bigger 
British companies tend to 
use information technology 
well, there is a worrytogly 
high number of small organi- 
sations that do not do so.” 

Howvere, the UK is well- 
placed to adapt to new tech- 
nology through its relatively 
liberal telecommunications 
regime and through its early 
experiences with computing, 
he adds. 

InterForum organises 
executive briefings on net- 
working in business. At its 
latest London event, hosted 
by the F inancial Times, the 
keynote speaker, Barbara 
Roche MP, the UK govern- 
ment minister responsible 
for smaller businesses as 
well as the communications 
and information industries, 
was 'bullish' about the pros- 
pects for UK industry as it 
adapts to the use of the 
Internet and electronic com- 
merce. 

"The UK can be a 
world-beater and world 
leader.” she said and urged 
the SME marketplace to 
embrace these new technolo- 
gies without delay. 

The technology gave the 
possibility “for our smallest 
firms to be able to compete 
with the very largest of com- 
panies in a global market" 

Geoff Morris, chairman of 
InterForum, also urged UK 
business “to grasp the Inter- 
net as a business medium.” 
He pointed out that invisible 
earnings, "which run into 
billions of pounds, escape 
the UK to the US treasury, 
simply through the fact that 
the vast majority of com- 
puter systems that manage 
these activities are based in 
America.” 

The anus was now on the 
IT vendor community to sup- 
port and educate the SME 
market, he said. By remov- 
ing country boundaries and 
“making a nonsense of geog- 


raphy," the Internet also 
poses a threat to local busi- 
ness, he added. Internet 
technology would simplify to 
the point where it was as 
easy to use as a phone - 
“therefore, education on the 
issues Involved becomes 
even more relevant" 

□ For a copy of the latest 
guide, which includes a list 
of information sources 
regarding electronic com- 
merce. contact InterForum 
at Winkworth House. 83 St 
Jude's Road, Englefield 
Green, Surrey. TW200DF; or 
telephone +44 (0)1784 473 005; . 
fax +44 (0)1784 473 008. The - 
web site is on: http:HmmB.in- 
terforwn.org 
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Berbers MP, speaking at the latest InterForum executive 
briefing, ta fatod by the FT, was ‘bufflah’ about the prospects for UK 
industry as It adopts el ect ro ni c commerce 
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FOCUS ON 
ONLINE SERVICES 

Here, and on the following it pages. 

FT writers look at developments In onfrie 
sendees and electronic commerce: 


Choosing an online service. 
Internet service provides. 


Page 4 


The Internet and small companies. 

Voice, video and data: seamless connections. 
Problems for push technologies. Pages &S 

Electronic commerce around -the world. 
NetGain 98 - a new FT guide. 

China: opportunities for e-commerce. 

Online access to world markets. Pages 6-6 


Increase of online newspapers. 

Advent of streaming multimedia. 

Entrepreneur's quest for venture capital. 
Recruitment via the Web. Pages 8-10 
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Education in an Internet age. 
Schools go online. 


Pages 10-11 


Online gaming. 

investment In die games industry. Pages 12-14 


Internet information 
will be sorted, 
packaged and sold 

The Internet is forcing consumer and business information services to change 
the way they do business. Success now lies in wrapping Internet content into 
attractive and easy-to-use forms, writes Paul Taylor 


T he rapid growth of the 
Internet over the past 
few years has wrought 
substantial change in the 

traditional consumer nnWni> 

and business information 
market and continues to 
reshape the industry. 

For the established service 
providers in the consumer 
market - America Online, 
CompuServe and MSN - and 
those in the business world 
- Reuters, Dow Janes and 
Prhpark - the growth of the 
Internet has meant both 

challenges and opportuni- 
ties. 

In partic u lar most of the 
traditional <wHn» informa- 
tion providers have been 
forced to move away hum 
their proprietary technolo- 
gies and Interfaces towards 
more open Internet stan- 
dards. 

“The Internet is playing a 
key role in restructuring the 
online industry, 1 * notes a 
report on the European 
rmima market published in 
July by Frost & Sullivan, the 
market research firm. 

"Most companies will need 
to adapt very quickly to 
changes taking place on the 
Internet to keep up their 
market share. If they cannot, 
a high threat is seen coming 
from ISPs providing power- 
ful and capable search 
engines, 11 write the authors. 

Most consumer runHna ser- 
vice providers, including 
AOL, have been forced to 
adopt flat rate pricing and to 
reposition themselves as 
ISPS that offer value-added 
services. 

The impact of these 
changes and the renewed 
pmphaidg they place an pro- 
prietary content are appar- 
ent in the re st r u c turi ng of 
the consumer online indus- 
try. This baa culminated in 
the three-way WorldCom- 


CompuServe-AOL deal 
announced in September. 

Under the terms of that 
deal, WorldCom is buying 
CompuServe, then swapping 
tile company's online infor- 
mation business for AOL's 
network infrastructure 
operations. 

Far AOL, the deal consoli- 
dates its position as the mar- 
ket leader in the provision of 
consumer online services. 
The company has more than 
10m subscribers worldwide 
and extends AOL’s reach in 
Europe and the business 
market 

Immediately after the 
merger was announced, 
Steve Case, AOL chairman, 
said CompuServe would 
retain its focus on small 
businesses and the profes- 
sional market, while AOL 
would continue to target 
“the mass market”. Compu- 
Serve has around 2.6m sub- 
scribers, including 900,000 in 
Europe, 

“The deal will extend and 
diversify our community of 
users, especially in Europe 

anti among business USSTS,” 

said Case. He also sought to 
reassure existing Compu- 
Serve users that they could 
expect the same services, 
using the same technology 
and software as they did 
before the take-over. 

T he addition of Compu- 
Serve "will broaden 
AOL’s audience reach 
to 12m members worldwide 
as well as give the company 
a second, differentiated 
rnnKna service with many of 
the same advertising and 
e-commerce opportunities as 
the core service,” explain 
analysts Hambrecht & Qmst 
in a recent research note an 
the company. 

The acquisition also has 
serious implications for the 


European consumer online 
services market Dataxnoni- 
tor, the market research 
firm, predicted earlier this 
year that this market would 
grow from ?L5bn to SULTbn 
by 200L 

The deal should also 
strengthen the alliance 
between AOL and Bertels- 
mann, the world’s third larg- 
est media group. Bertels- 
mann already close Itnfa* 
through AOL Europe, which 
they jointly own. 

This is important because 
it will strengthen their posi- 
tion as they square up to 
Deutsche Telekom, the Euro- 
pean market leader. Deut- 
sche Telekom’s successful 
T-Online service has around 
L4m users. 

The two groups are com- 
peting for leadership in Ger- 
many. potentially the big- 
gest European market, and 
in other large markets such 
as the UK- This is coming 
ahead of deregulation of the 
European telecommunica- 
tions industry, which is 
expected to generate strong 
growth and tempt new 

mtninfa 

Significantly the World- 
Com/AOL/CompuServe deal 
also frees both AOL and 
CompuServe from the sepa- 
rate business of network pro- 
vision. and management 
This owah'toq the two compa- 
nies to concentrate on con- 
tent and strategy. 

The value added through 
unique or specially repacked 
content Is likely to be a key 
differentiator between rival 
online services as they battle 
to win and retain subscrib- 
ers in the future. 

This feet is dearly recog- 
nised by MSN, Microsoft’s 
consumer online service. 
The service was launched in 
1985 as a proprietary service, 
but was quickly recast using 


Internet technologies as an 
Internet service provider and 
content a gg reg a tor. 

MSN unlike AOL and 
CompuServe began by pur- 
chasing Internet access 
wholesale for Its members, 
rather than building and 
owning its own network. 
MSN has also gone further 
than either of its rivals in 
integrating Internet technol- 
ogies into the whole of its 
operations. 

Both AOL and Compu- 
Serve still rely on propri- 
etary back office systems. 
This, says Judy Gibbons, 
MSN’s UK director, could 
slow down their ability to 
react to in the ftiture 

given the speed of Innova- 
tion on the Internet. 

In contrast, MSN has been 
through a series of dramatic 
changes since its launch. It 
has about 2.5m subscribers 
worldwide, which ranks it 
number three after AOL and 
CompuServe. MSN also 
serves several different mar- 
kets. says Gibbons. 

She identifies one of its 
roles as providing an easy-to- 
use one-stop shop for Inter- 
net access, particularly for 
new users. This role. Gib- 
bons says, will continue “as 
long as there is market 
demand”. 

In arirHfirn^ shp says, MSN 
aims to be a “portal” - or 
gateway - to other Internet- 
based content and services 
and an aggregato r of content 
to assist its members’ 
searches rather than requir- 
ing them to use complex 
Search an gmw 

However, Microsoft has 
also launched a number of 
other value-added electronic 
commerce services around 
MSN in the US. These 
include its Expedia travel 
service, a premium rate per- 
sonal firtanflp service. 
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As providing basic Inter- 
net access becomes a com- 
modity service and informa- 
tion becomes easier to find 
on the Net, niche players in 
the consumer online service 
sector will need to look 
closely at providing relevant 
local or special Interest 
group content if they are to 
survive. 

In Britain, for example. 
Virgin Net, LineOne and 
Which Online are all battl- 
ing to attract and retain sub- 
scribers by delivering “extra 
value”. 

S imilar forces are 
reshaping the business 
online information 
market. In particular, the 
growth of the world wide 
web - providing users with 
access to huge volumes of 
free Information - is prompt- 
ing many business users to 
reassess their online infor- 
mation supplies. 

As a report published last 
wnnfli by Le er^pd Informa- 
tion notes: “A recent survey 
of European Business Inter- 
net users has revealed that 
the Internet has caused the 
decrease of use of conven- 
tional online business infor- 
mation in more than a fifth 
of all cases. 


99 2000 2001 

“This will have a major 
Impact on the future market- 
ing strategies of conven- 
tional online services as the 
frill impact of free informa- 
tion has yet to be realised.” 

Nevertheless, the growth 
of the Internet has also pro- 
vided the more nimble and 
flexible online services, par- 
ticularly those In the busi- 
ness information market, 
with new business opportu- 
nities. 

“Initially, online database 
providers perceived the 
Internet as a threat to their 
existence,” notes Frost & 
Sullivan. “However, this sce- 
nario quickly changed as 
today, most companies real- 
ise that the Internet has cre- 
ated an information technol- 
ogy culture and has 
educated many people 
regarding the merits of 
online information. 

“Many online database 
companies are present on 
the Internet and offer part, 
or all, of their database 
information on the web as 
well as on databases." 

Primark, the US based 
business Information group 
that acquired London-based 
ICV a year ago. views the 

Torn to next page 
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PICK A GRAPHICS CARD, ANY CARD. 

I ONLY TUP COMPAQ UNIVERSAL DRIVER MANAGER CAN 
1 AUTOMATICALLY INSTALL TUP RIGHT DRIVER FOR IT 


* 


How the Compaq Universal Driver Manager can save you time and money 


Compaq has dealt another ace for IT Managers: the remarkable Compaq Universal Driver Manager, 
available for Compaq Deskpro PCs? 

Unlike conventional drivers, the Universal Driver Manager (UDM) is actually intelligent enough to 
detect which of our range of graphics controllers is in each of your Deskpro PCs, and automatically 
install the correct driver undo- either Microsoft Windows 95 or Microsoft Windows NT. 

So with the Compaq UDM op your sleeve, you no longer need to duplicate your software maintenance 
tasks for each graphics controller, leaving you free to concentrate on more important matters. 

Want to get your hands on a copy? No problem. You can download the software from our web site. 

Just visit http://www.compaq.cauk/udm and follow die instructions. It will help you win the battle 
against time, hands down. 

The Compaq Universal Driver Manager is just one of the Intelligent Manageability features which 
makes the Deskpro PC one of the most cost efficient business computers- to own . 

If you'd like to know more about the Compaq Deskpro and bow else it can keep your costs down, 
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Pick and choose, it has 
never been easier 
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Many services work hard to create 
online communities and offer 
subscribers a user-interface that 
organises content in dear ways 

C hoosing an o nline s^r- quickly, 
vice is becoming 
easier. The confusing 
array of choices has nar- 
rowed 


as the number of 
online services has 
decreased through industry- 
wide consolidation and com- 
petition from the Internet. 

Market leader America 
Online acquired CompuServe 
earlier this year. This left 
just three leading worldwide 
online services - AOL, Prod- 
igy and Microsoft Network. 

MSN is a relative new- 
comer among o nlin e ser- 
vices. It has built a network 
of more than two million 
subscribers, thanks mainl y 
to aggressive promotional 
deals and distribution of its 
client software on tens of 
millions of Windows per- 
sonal computers. 

For many years, online 
sendees represented the only 
online experience for mil- 
lions of people. The compa- 
nies charged hourly rates as 
high as $20 to $30 for pre- 
mium services and about $5 
per hour for basic services. 
They offered online newspa- 
pers, research services and 
discussion groups. Compu- 
Serve led the market for 
many years, focusing its ser- 
vices on professionals. AOL 
built its business by target- 
ing the consumer market. 

The Internet then started 
growing, and thin gs changed 


Internet Service . 
Providers began offering low 
priced flat-rate access to the 
Internet. With these deals 
there was no clock to watch 
in terms of staying online 
for too long, and monthly 
bills no longer strayed into 
hundreds of pounds. The 
Internet also provided more 
than users knew what to do 
with, compared with the rel- 
atively limited content of 
online services. 

Many believed nnifoe ser- 
vices would become a thing 
of the past, but that didn't 
happen because they began 
changing their business 
models to not only accommo- 
date the challenges of the 
Internet, bat also to exploit 
it 

AOL, for example, intro- 
duced low flat-rate monthly 
plans. This attracted many 
new users but also caused a 
massive strain on its net- 
work until it added new 
capacity. It also introduced 
its own web browser, giving 
its subscribers access to the 
Internet 


O 


nline services are 
still a good choice, 
especially for new- 
comers. They offer a user 
interface that organises con- 
tent in clear and distinct 
ways. They have online 
forums that help users with 
questions, and they also 


offer Internet access acting 
as ISPs. For example, MSN 
says that for about the same 
price as a user would pay for 
an ISP, they also get access 
to the online service. 

The online services work 
hard at creating online com- 
munities. Their various 
forums unite hobbyists. 
Their chat rooms are one of 
(he most popular features of 
online services. These online 
communities hook subscrib- 
ers. They make it more 
likely that subscribers will 
stay with the service, and 
more likely that they will 
put up with recurrent prob- 
lems - in e-mail delivery, 
with ‘outages', and with 
slow responses during peak 
usage times. 

When consumers choose 
an online service they 
mostly look at local avail- 
ability and content. Fortu- 
nately, all of the major 
online services offer free 
introductory periods for at 
least a month. In feet, many 
people take advantage of 
these free offers, and repeat- 
edly switch between online 
services in a practice known 
as churning. But most even- 
tually settle down with one 
online service. Even if they 
choose a local ISP for better 
Internet access, they will 
often maintain their account 
with an online service. 

1 like to keep my AOL 
account, even though I 
hardly use it, because of it's 
a worldwide network," says 
Tom Daniels, a US sales 
director. 

"When I'm travelling 


abroad, I can call up a local 
AOL access number and 
retrieve e-mail and check on 
my stocks and read my local 
newspaper,” he explains. 

E-mail is one of the most 
popular applications offered 
by online services. They 
offer a simple user interface 
and add other features such 
as instant chat, which allows 
users to contact their friends 
while they are online in real- 
time. 

But online service sub- 
scribers are a key target of 
what is called spam e-mail. 
This is junk e-mail that can 
rapidly clog subscriber's 
mail boxes. 

S teve Case, AOL chief 
executive, says that 
“receiving unsolicited 
junk e-mail is the number 
one complaint we hear from 
our members”. Spam e-mail 
also slows down e-mail deliv- 
ery and system response 
times - two other key com- 
plaints of AOL members. 

AOL is taking the lead in 
stamping out spam e-mail, it 
has filed several lawsuits 
against companies that 
chum out tens of ttitIIm-hm of 
junk e-mails on a daily basis. 
It also offers users a chance 
to block spam e-mail 
To help boost revenues, 
online services are also beef- 
ing up their web sites to take 
advantage of new business 
opportunities. These include 
providing web site hosting 
services and attracting web 
site advertisers. AOL’s web 
site is one of the most popu- 
lar. receiving millions of vis- 


its per day. 

MSN, frn: example, plans to 
offer Internet search services 
for its web site that, it hopes, 
will not only help subscrib- 
ers find what they want cm 
the Internet but will also 
attract Internet users. 

When it is introduced 
early next year, Microsoft's 
search wiging it claims, will 
provide the most current 
search results of any online 
search engine. The Microsoft 
search engine, known by its 
code-name Yukon, will debut 
on its MSN.COM web site 
and on its subscription 
based MSN online service. 

The entrenched positions 
of the leading online ser- 
vices. and competition from 
the Internet, means that 
there is not likely to be any 
new competition. 

Europe Online, for exam- 
ple, did not last long but it 
did reorganise and emerge 
as an ISP. 

Online services are also 
trying to expand Into new 
geographic markets. 

Prodigy introduced Africa 
Online. Earlier this year, it 
announced a $12.5m invest- 
ment in Africa Online, 
which establishes it as the 
single largest ISP in Africa. 

Online services have so far 
manag ed to survive the com- 
petition from the Internet 
They have carved out a 
niche that provides users 
with a valuable service. 

Business information ser- 
vices: golden nuggets on a 
long and winding road - see 
page 6 
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Samsung are the number one manufacturer of CRT monitors bi the world, with a leading market share. Our new LCD TFT monitors are the 
result of years of ordering investment in R&D and e on v nl m tem to teehnolagicaJ innovation. With this ownership of the technology and high 
levels of vertical integration, we on ensure refaMity and performance at every stage of development The TFT rage is the non generation 
of SyncMaster monitor*. They have true fteker free reaJ Rjt screens, high contrast ratios, no picture distortion or interference and weigh Just 
one third of a CRT monitor. FtnaBy. with their ultra wide viewing angles, they the ultimata monitors whichever way you look at than. 
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The vast number of Internet Service Providers has left 
many users confused over which ISP to choose. The 
decision begins "with researching the services on offer 

H ooking up a conneo- residential market to the pie, boasts the world’s fast- 
Hon to the Internet phone or cable companies est servers for web site host- 
through a local who are good at collecting lng. More than 1 gigabits per 

second is offered at its Santa 
Clara, California site. 


poking up a connec- 
tion to the Internet 
through a local 
Internet Service Provider 
05P) is easy. Finding a good 
ISP, on the other hand , may 
be a little more complicated. 

The boom in the Internet 
has created a massive num- 
ber of ISPs. Some are run by 
huge telecommunications 
companies; others are small 
family operations. Each has 
advantages and disadvan- 
tages. 

In making the' choice, it is 
worthwhile to bear in mind 
the economics of a fast- 
changing business and 
ensure that your ISP will 
stm be around in a few years 
time 

Forrester Research, a mar- 
ket research, company, pre- 
dicts that out of the nearly 
4,000 ISPs in the US, only 
about 500 will still be around 
by 2000. By that time about 
50 percent of the market will 
be dominated by large tele- 
communications wim p nniftR 
Still, there will be a place 
for regional and specialised 
ISPs that are able to host 
different kinds of Internet 
services. 

Today’s plain v anilla ISP 
services - basic access, sim- 
ple Web hosting, and email 
- will evolve into a richer 
depth of competencies in 
the areas of access, hosting, 
and communications,” says 
Christopher Mines, senior 
analyst at Forrester. 

ISPs will differentiate 
themselves by offering busi- 
ness users guaranteed 
access, diversifying the 
breadth of applications they 
support, and providing Inter- 
net communications services 
like fax and phone.” 

With such volatility in the 
market, Forrester says that 
are no easy rules to 
apply In choosing an ISP. 

-Users should forget a sin- 
gle provider approach. Users 
will not be satisfied unless 
they seek out the best pro- 
er for each different type 
of service they need, and 
they evaluate their ISP 
often," recommends Mr 


residential market to the 
phone or cable companies 
who are good at collecting 
little bits of money from lots 
of people. 

"ISPs need to be clearly 
focussed and responsive to 
the business market 
Specialist corporate pro- 
viders like BusinessNet will 
continue to flourish espe- 
cially if they provide a full 
range of services - allowing 
companies to outsource the 
management of their secu- 
rity, data exchange, ^com- 
merce initiat ives or informa- 
tion networks. 

“For example, we are cur- 
rently launching an Informa- 
tion network designed spe- 
cifically for the City of 
London.” 

While switching ISPs is 
simple, tiie change can be 
disruptive. Email addresses 
are linked to the host ISP 

anti rfUmg fn ^lSPw ram Tnaan 

riianging a business’s e-mail 
address. Thousands of cli-- 
ents and customers are then, 

■ of course, required to change 
their e-mail address books. 

One way around this prob- 
lem is to register a web site 
drrmflin name and use e-mail 

addresses linked to that 
name. The domain name can 
be transferred to any ISP 
and ensures that e-mail 
addresses don't change. Reg- 
istering a domain name is 
inexpensive and can he 
arranged in minutes. 
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Scott Pollard, director of 
BusinessNet. a London-based 
ISP, says: "Many ISPs, out 
there at the moment are 
kel and dime companies, 
targeting the low revenue 
borne user market 

'Most of these are likely to 
vanish once they've reached 
critical mass, leaving the 
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ost companies set 
up a web site - 
even if it is a sim- 
ple site listing only the com- 
pany’s products, address and 
contact information. 

Usually, ISPS that provides 
e-mail services also offer 
web site hosting services. 
There are, however, sound 
reasons far choosing a differ- 
ent ISP to host the web site 
from the one that provides 
your e-mafl. 

A smaller ISP may have 
dower links to the Internet. 
This can mean delays in try- 
ing to access the company’s 
web pages. And there is no 
better way to turn away 
potential customers than a 
web site that takes a long 
time to download. 

Download times rely bath 
on the design of the web 
pageand the speed of the 
connections. There are now 
several companies that spe- 
cialise in web site hosting 
anil offer fast Internet linfcg- 
US-based Tbhnet, for exam- 


Tabnet hosts more than 
40,300 web sites. It says it 
has designed its site to elimi- 
nate problems associated 
with any one server. The 
rest of its network takes 
over if any server fails. 

Businesses also have a 
variety of options, Including 
having their web rite hosted 
on a Silicon Graphics super- 
computer. plus there are 
additional choices for elec- 
tronic commerce. 

With the global reach of 
the Internet companies do 
not need to choose a local 
ISP to handle its web site. 
Tabnet says it hosts web 
sites from 73 countries and 
every continent including 
Antarctica. 

Fast access to the Internet 
is also important Some ISPs 
offer ISDN connections, 
while others offer cheaper. 
56 Kbit modem connections. 
But because there are cur- 
rently two 56 Kbit standards 
- the 3Com X2 and the Rock- 
well Semiconductor K56flex 
standard - it is important to 
make sure that an ISP can 
support one or both types of 
connections. 

Far heme users, the choice 
af ISP often cranes down to 
price. Low monthly rates 
with unlimited access is 
tempting - but if lines are 
often busy or the web serv- 
ers are over-loaded, the 
choice becomes a trade off 
between price and patience. 

In the US, local telephone 
calls are not metered. But in 
Europe, local calls are 
charged by the minute. In 
Europe, an inexpensive ISP 
with slow web servers may 
end up costing more in tele- 
phone charges, than a more 
expensive ISP with faster 
connections. 

Technical support is 
another issue. Larger ISPs 
can afford to run support 
centres 24 hours a day, seven 
days a week. Smaller ISPs do 
not have such resources. 

But smaller ISPs can do an 
excellent job serving 
smaller, remote locations. 
They can bring Internet 
access to communities that 
the larger ISPs have 
shunned because of a focus 
on urban markets. 




‘History is in the making’ 


From previous page 
growth of the Internet as an 
opportunity. 

Joseph Kasputys, Pri- 
maries chief executive, says: 
“For us the Internet has 
been great.” In particular, it 
has opened up a distribution 
mechanism “which is avail- 
able to everyone” and high- 
lighted the value of rifting 
through *hi» rrmanPB of 
available for relevant con- 
tent 

In future, the key to being 
a successful business infor- 
mation provider will be to 
provide global reach and 
became indispensible to cus- 
tomers, he says. 

“If you want to be success- 
ful in financial In fo r ma tion, 
you need to be large and 
very complete and that is 
what has driven our acquisi- 
tion and growth strategy.” 

In a speech to the Infor- 
mation Industry Association 
in San Francisco in October, 
Mr Kasputys outlined six 
principles for information 
companies to follow if they 
want to seise the digital 
advantage. 

Business online informa- 
tion suppliers must con- 
stantly generate proprietary 
data, emphasise relevance, 
present data in an integrated 


manner, provide end-user 
applications, link with other 
databases and “have an 
uncompromising commit- 
ment to quality”, he says. 

As business information 
providers fine tune their ser- 
vices to provide users with 
information feeds over cor- 
porate intranets, “the real 
battle in the future will be 
for server space on intra- 
nets”, Mr Kasputys ex plains 

As Frost & Sullivan notes, 
“increased competition in 
the business environment 
along with various economic 
factors, has meant that on- 
line information sources are 

seoi as an integral part of 
the workplace. As a result of 
technological innovation, 
these databases are increas- 
ing in sophistication at a 
very rapid pace". 

However, as with others in 
the industry, Mr Kasputys 
also believes that pure 
aggregators - those that 
simply collect, assemble and 
rebundle content owned by 
others - are most vulnera- 
ble. “Aggregators are much 
more threatened by changes 
in technology." 

The need to acquire access 
to proprietary data is likely 
to continue to fuel the wave 
of mergers and acquisitions 


already evident in the indus- 
try. Aside from Primark, 
most of the other big online 
business information suppli- 
ers have been active in the 
M&A market recently and 
there are rumours that other 
businesses, including Dow 
Jones Market Services, could 
be up for sale. 

Among recent deals, Maid, 
the UK-based online busi- 
ness information company, 
raised £119. 9m through a 
share placing in October to 
help fund its $420m acquisi- 
tion of Knight-Rldder Infor- 
mation. 

Indeed. Maid's growth 
highlights the changes 
underway in an industry 
where, as Mr Kasputys 
notes, half of the 14 compa- 
nies that attended the first 
mee ting of the Information 
Industry Association in Phil- 
adelphia in 1968 no longer 
exist. 

Meanwhile, the Internet, 
whose US military origins 
date back to the same 
Period, is expected to have 
300m users within the next 
few years - all hungry for 
information. 

As Mr Gibbons, from MSN 
notes: “I can’t think of a bet- 
ter place to be right now. 
History is m the making.*’ 
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INTERNET AND SflflAUyHIEDIUM^IZED COMPANIES . By Mark 


Vernon 


T he Internet offers tre- 
mendous opportuni- 
ties to small and medi- 
um-sized enterprises. With 
the services of others in the 
supply chain, SMBs can use 
the Internet to reach a 
global market as never 
before. 

Success, however 
amounts to a whole lot more 
than putting a few Web 
pages online. They say no 
one is a dog on the Internet 
- but those retailers who 
achieve profitable Internet 
commerce . have done so 
because they have clearly 
identified a niche and 
exploited it It is becoming 
dear that the Internet needs 
to be handled carefully to 
avoid burnt fingers. 

Above all else, it is per- 
haps the undifferentiated 
hype around the new tech- 
nology that has hindered the 
growth of businesses in this 
area. As Jon Beverly from 
Upstart Consultancy com- 
ments: "Whenever we are 
discussing the Internet with 
clients, top of their list of 
concerns is the short-tennist 
rush to market the Internet 
to them. There are some of 
them who are up to their 
ears in mailshots and tele- 
sales calls.” 

BusinessNet, the Internet 
service provider, is an inter- 
esting casualty in the SME 
arena. The company began 
with the specific goal of 
becoming a leading player in 
the online SMB field. But it 
is now allowing its business 
to "drift up” towards the 
larger, more lucrative cli- 
ents. 

Scott Pollard, director, 
expresses his sadness at the 
company’s predicament He 
believes enterprises are 
missing a trick. “We were 
deeply disappointed at the 
lack of imagination we found 
in SMEs approaching the 
Internet opportunity," he 
says. It is not just a proper 
understanding of the chan- 
nel that will be necessary to 
rectify the situation. Nor is 
it simply improvements in 
technology. What is required 
is a change in entrenched 
attitudes towards marketing 
spend. "Think of the amount 
companies are prepared to 
invest in a trade show with 
little or no tangible return, 
compared to the cheapness 
of IT,” Mr Pollard points out. 

There are signs, however, 
of maturation. . Cotton 
Oxford, the retailer of rugby 


Walk softly, go slowly, 
carry a broad vision 


A smart web page is not necessarily 
the key to online success. SMEs need 
to slow down, refocus their vision and 
take a longer-term view of Internet 
possibilities 


shirts, provides an fflmntnn- 
ting case. Cotton Oxford sup- 
plies 60 per cent' of thd UK's 
Premier Division' dubs. Not' 
surprisingly, it had .not 
thou g ht of the Internet as a 
viable medium for sales 
growth — demographics do 
not suggest that the typical 
rugby fan is a net shopper. 

But this fact misses the 
point. Although Cotton 
Oxford sells only 100 shirts a 
month over the Web, Phil 
Morgan, sales director, 
explains that if the sole cri- 
terion for measuring the 
worth of a site was sales vol- 
umes then many companies, 
not only SMEs, would not 
invest in Internet commerce. 

“Eventually it will be prof- 
itable. though I cannot really 
see it for a while,” Mr Mor- 
gan says. “We wanted to get 
in early, and [we] realise we 
are in it for the long run.” 

The project is viable far 


other reasons, Mr Morgan 
says. For one thing the cost 
of the site was offset by a 
joint venture with Web 
developer Explora. This part- 
nership is made donbly 
attractive since it is the 
ongoing costs as well as the 
initial investment that 
draws heavily on revenues. 

Fresh leads 

More positively. Cotton 
Oxford has seen leads devel- 
oping with distributors from 
around the world. This 
expansion simply would not 
have happened had it not 
been for the Internet. Mr 
Morgan bag just si gned an 
agreement with an Ameri- 
can retailer from a contact 
that sprang solely from the 
Web site. “Potentially, this 
could be very profitable," Mr 
Morgan says. 

This is not to say that 


direct pr ofi t s are not possi- 
ble. The Independent Holi- 
day Shop has been selling 
online since February 1995. 
Internet commerce repre- 
sents about io per cent of 
the company's sales vol- 
umes. 

Making money has been 
possible for Independent Hol- 
iday Shop partly because the 
initial costs were kept low. 
The company used in-house 
skills that avoided "the 
rip-off merchants" who 
charge a fortune to get 
enterprises online, says 
Brian Parker, a partner in 
the. business. 

A ftiU, demographic under- 
standing of the channel is 
vital in « Wiring the Inter- 
net. At the Independent Holi- 
day Shop, typically the cus- 
tomer who comes through 
the door spends £300 per 
head on holidays. The cus- 
tomer who purchases virtu- 
ally spends £1,000 per head. 
Many of these individuals 
are from the Internet-savvy 
US. The typical American 
customer organises a rela- 
tively expensive holiday, 
such as a tour around 
Europe including luxuries 



KING OF CHAT GOES ONLfeC TV personality Ctfve Anderson talked from tha other side of the 
interviewing table when he launched the BBC's now onKne chat fonan, ‘Oil’. For an hour he put 
himself fei the firing |n» by vobinteertog to answer questions, Kve, from the public. Other celebnrtles 
are fried up to answerquestiorwen Oil (www.beeb.cam). The commercial web service has been 
developed in’ aSance with ICL, the FT systems and sendees company 
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such as a villa in Italy. (The 
Independent Holiday Shop's 
web address is a bonus, and 
surely the envy of any Brit- 
ish travel agent - unmakoU- 
days.co.uk) 

The Internet should be 
attractive to SMEs in the 
bustness-to-business environ- 
ment too, as a rival to elec- 
tronic data interchange 
(EDI). “Traditional EDI is 
proprietary, costly and diffi- 
cult to implement because 
you have to realise a very 
integrated supply chain, get- 
ting companies that you 
want to work with to buy 
into the technology," says 
Jennie Edmondson, UK mar - 
keting manager for Elec- 
tronic Commerce, Oracle. 

Furthermore, once in 
place, EDI imposes inevita- 
ble limits on potentially new 
relationships as companies 
find themselves technologi- 
cally tied together. “There is 
still a place far it, but the 
Internet has opened up the 
possibilities for a very flexi- 
ble supply chain to work 
with partners,” Ms Edmond- 
son adds. As a cheap, ubiqui- 
tous form of e nrnmnnfcatton, 
the Internet should become a 
mass market tool for busi- 
ness for activities such as 
n on-strategic purchasing. 

The setting of standards 
and the inevitable worries 
about security are holding 
up developments." We are 
fanning many of our umaiw 
customers to slow down for 
the while,” says Joe Macri 
of the department 
at Microsoft. He emphasises 

that thorough p lanning is 

necessary if companies are 
to capitalise on the new 
medium. 

“Actually there is a whole 
range of benefits the filter- 
net can bring before one 
actually gets to electronic 
c ommer ce, just by virtue of 
being a massive source of 
information," he says. 

Mr Macri points to a Web 
site where SMEs can find 
information about how the 
Internet can be of use to 
them. The site is part of a 
government initiative called 
the Enterprise Zone. The 
address is unmo.enterprise- 
zone.org.uk 


SEAMLESS CONNECTIONS • By Mark Vernon 

Where voice, video 
and data converge 

Universal connectivity is the goal for business and 
domestic users. Mobile phones are the first step 

W ithin five years, 

“the world will be 
embraced by an 


W ithin five years, 
“the world will be 
embraced by an 

Internet-based network that 
provides seamless access to 
voice, video and data". This 
was a prediction made by 
Edward Kozel. Cisco 
Systems’ chief technology 
officer, at the recent Net- 
world Interop conference in 
Atlanta. 

Hie early 

of this universal connectiv- 
ity, for both the business 
and domestic user, are in 
mobile phone services 
found online. Unified mess- 
aging provides the delivery 
of voice, fax and text to the 
same hand-held unit. The 
Internet Is providing the 
infrastructure upon which 
these different data types 
can cheaply and powerfully 
converge. 

Telecommunication com- 
panies are increasingly feel- 
ing the threat of falling tar- 
iffs for voice carriage, 
which has been to date 
their main earner. Their 
rush to offer new services 
based upon open networks 
is set to gain pace at the 
turn of the millennium. 

The delivery of Web con- 
tent to mobiles is receiving 
early attention. At present, 
simple structured data is 
supplied - anything from 
financial information to 
football scores. Information 
supplied by Cellnet in the 
UK is typical of what is on 

offer. 

The next level of service 
comes with the ability to 
check email from the 
mobile. The real interest 
here is in the automatic 
handling of messages, 
known as knowledge man- 
agement services. This 
allows the user to receive 
sorted summaries of gmafls 
or only filtered messages - 
first by address and subject, 
and then by concepts. Obvi- 
ous b enefits exist here in 
dealing with junk email 
At the same time, the 
automatic processing of 



Edward Kozel, of Cisco Systems, predicts: 'An Internet-based 
network wH provide hmhu Ibm access' 


messages will come online. 
Including forwarding and 
even reply, according to 
rules established by the 
user. Mobile phone sub- 
scriptions will also include 
the ability to pay bills and 
book theatre tickets. 

Unlike Cellnet and others 
who are adopting a more 
evolutionary' approach, 
Telia, the Swedish telecom- 
munications company, has 
taken the leap to advanced 
mobile data communica- 
tions. Jan Moser, business 
development manager, 
explains why. 

“The industry as a whole 
predicts that non-voice traf- 
fic will rise to 30-50 per cent 
over the mobile networks 
by 2000/2001. so that is a 
really big issue for us.” he 
says. 

Apart from the need to 
diversify sources of reve- 
nue. another important fac- 
tor is to fight churn, the 
loss of customers to compet- 
itors with more attractive 
services. The Internet is 
playing an important part 
here as welL 

“We are seeing that it is 
becoming more and more 
useful for us to use the 
Internet, first of all as a cus- 
tomer interface, then to 


deliver services, including 
the checking of mobile bills, 
changing forward calling 
details and so on. The point 
is that, over the Web. all 
this can be done remotely 
with a more satisfactory 
interface than is achievable 
with Interactive Voice Rec- 
ognition [technology that 
recognises voices over the 
telephone].” Oracle’s Web 
server and Interoffice prod- 
uct is being used to create 
highly customised Web 
pages utilizing dynamic 
HTML. 

Telia is ahead of most in 
what It offers - a risk)' 
place to be. John Maroney, 
new media principle consul- 
tant with the research 
group Ovum, explains that 
the key to the general 
growth of these services 
will be the “connectionless 
connection". This means a 
phone can effectively be 
online all of the time with- 
out the demand on band- 
width that current technol- 
ogy dictates. 

“Services will then run 
independently of time and 
location, 60 that a user can 
take their network identity 
and wonder all around the 

Continued on next page 
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An eye for business 


Vertical-market know-how is what makes 
Siemens Nixdorf so successful as a solu- 
tions partnec Banking, industry, retailing or 
the public sector - We understand the 
special needs of your business. And we . 
can show you how best to use modem 
information technology to measure busi- . 
ness efficiency. 



A nose for trends 


With our fTsolutions, you couldn't be better 
equipped for the future. We're at the forefront 
when it comes to Internet or Intranet, modu- 
lari y designed software architectures, network 
and biometric security concepts. All of our 
server platforms are infinitely scaleable, and 
thus freely extendible. We can open up brand 
new business perspectives for you, fike self- 
service systems or electronic commerce. 



An earfor customers 


We listen carefully to your needs. Your system avail- 
ability requirements, for example, or whether it might 
be more cost-effective to use outsourcing to evolve 
all or part of your IT organisation. And we focus not 
on technology but on what it can do for you -That’s 
what User Centered Computing is all about 
For further information contact Siemens Nixdorf 
Information Systems lid. Siemens House, Oldbury 
Bracknell, Berkshire RG12 8FZ 
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By To*n Foremski 




I nternet push technolo- 
gies have been demoted 
from last year's hot new 
toshncdogy to the lowly posi- 
uisi of last year's big thing 
Mope promises were made 
than could be delivered. And 
the squabbles that erupted 
over industry standards 
proved. a mistake consider- 
Ihg the internet communi- 
ty’s standards -oriented 
focus. 

Posh technology received 
a great deal erf attention over 
the past year for its promise 
of sending personally speci- 
fied information to a user’s 
computer over the Internet 
The idea is that instead of 
the user connecting to a web 
site and clicking qo various 
hhks, key parts of the entire 
site is in essence be broad- 
cast to the user’s hard drive. 
Since the information is 
downloaded, users can read 
it much more quickly, and 
only new information is 
being sent to the user. 

Push was pioneered by 
California-based PointCast 
PointCast Network began 
broadcasting pushed news 
and advertising directly to 
users’ computers in early 
1996. PointCast has more 
than 1.5m users: it delivers 
news feeds from leading US 
newspapers such as the New 
York Times, Wall Street 
Journal and regional news- 
papers, plus stock quotes 
and company information. 

The initial success of 
PointCast prompted other 
firms to enter the push mar- 
ket with tools, applications 
and services. Silicon Valley 
based start-ups Marimba and 
Backweb, for example, 
received media attention and 
investments from venture 
capital firms for their push 
technologies. 

Marimba's Java-based Cas- 
tanet technology allows 


Quest for applications for 
an over-hyped technology 


Early promoters of push technology 
pledged more than they could deliver 
- now they are seeing a backlash 


developers to create push 
channels that run on all 
types of systems - thanks to 
Java's widespread hardware 
and software support Back- 
Web has push technology 
tools and applications that 
simplify the process of creat- 
ing push channels. 

Marimba and Backweb 
both support another key 
application for push. This 
application distributes soft- 

The standards 
battle may 
take a year or 
two to resolve 

ware programs and updates 
to users over the Internet or 
company Intranets. 

But despite the widespread 
attention push technologies 
have received, some compa- 
nies are trying to distance 
themselves. Negative conno- 
tations have begun to attach 
themselves to the word 
“push’. 

"What happened with 
push technology is that it 
became over-hyped and 
didn't deliver as expected. 
And when that happens, 
people become irritated. So 
these days, a lot of push 
companies are focusing on 
other applications, most 
notably, software distribu- 
tion,” says Harry Fenik. vice 
president of the US market 


research firm Zona 
Research. 

PointCast, for example, no 
longer focuses on providing 
its own push technologies. It 
is content to make use of 
push capabilities found in 
the two popular web 
browsers Netscape Naviga- 
tor and Internet Explorer. It 
describes itself as a media 
company, collecting and 
distributing news. 

Eli Barkat, BackWeb CEO, 
admits that there has been a 
bit of a backlash against the 
concept of push, but that 
this can be seen as a good 
sign 

“To me, it proves it’s a 
real market," says Mr Bar- 
kat. “Part of the reason push 
is out there is that there is a 
drive to deliver personalised 
information, and applica- 
tions to make people's lives 
more productive. If push is 
not Implemented in the right 
way it can create opposite 
problems in delivering the 
wrong information to the 
wrong people and make 
their lives unproductive." 

According to Zona, push 
technology still has a long 
way to go before it gains 
acceptance among the vast 
majority of Internet asms. 

Earlier this year, a Zona 
survey of 113 IT executives 
at large US companies found 
that only 12 per cent had 
adopted push technologies 
and only 21 per cent had 
plans to use push for various 


internal and external ser- 
vices. Of those planning to 
use push, 65 per cent said 
they would use the push 
technologies supported 
within internet Explorer 4.0 
and Netscape Communica- 
tor. 

"The interesting thing 
about the survey was that at 
the time it as carried out, 
Explorer 4J3 and Communi- 
cator were not available. 
There was a definite resis- 
tance to using proprietary 
puih technologies.” says Mr 
Fenik. 

But he has not written-off 
push technologies. Mr Fenik 
says that there is tremen- 
dous potential in using tech- 
nologies such as those from 
Marimba and Backweb for 
distributing software within 
an enterprise and n prtfiHng 
software - two key problems 
faced by IT departments. 

In many ways, push has 
always been a part of the 
Internet Mir Fenik describes 
e-mail as the “grand-daddy 
of push.” Most web br ow sers 
support e-mail that has live 
links embedded in the text, 
allowing recipients to con- 
nect to a specific web page 
without having to download 
several megabytes of data 
first, as is the case with push 
services. 

Internet Explorer and Net- 
scape Navigator also support 
a feature that allows compa- 
nies to e-mail an entire web 
page another example of 
enhanmng the push capabili- 
ties of e-mail. 

Microsoft and Netscape 
have made it easier for com- 
panies to set up push chan- 


nels by using the technolo- 
gies built into their web 
browser products. The two 
technologies, however,' are 
not compatible. There is 
work, however, on develop- 
ing a single standarcL 

"Netscape has an open 
standard guarantee that we 
will always support Internet 
standards. But fee Microsoft 
push technology is not a rat- 
ified standard and so we do 
not support it" said Charles 
Vincent chan* product man- 
ager for Netscape's Paris- 
based operations. 

Mr Fenik says the stan- 
dards battles between Net- 
scape and Microsoft are part - 
of the "religious wars', with 
neither having a technical 
advantage. It Is a battle that 
may take a year or more to 
resolve, he says. 

- Standards battles are 
unpopular in the Internet 
community of developers 
and users because it makes 
life difficult for everyone to 
have to support a range erf 
different but similar technol- 
ogies. The bedrock founda- 
tion of the Internet and .its 
huge success has been solely 
based on the adoption of 
common standards that 
eliminate differences 
between software and hard- 
ware systems. 

Push is rapidly losing its 
mantle of hype and must 
now show that it can sup- 
port useful applications. 
Although several key compa- 
nies are forging ahead with 
this, push still has a long 
way to go before it becomes 
a mainstream Internet tech- 
nology. 



NetGain magazine wffl highllgfit business opportunities on the Web 


E n g lis h Is the Sngua francxLOt the 
Internet, trot for Net-based commerce 
to become a truly universal 1 . - 

phenomenon that attracts ordinary . . 
consumers around the world- and .not just, 
an Wfltawy minority — . 

the Web must become multilingual ami 
multicultural 

No more than 10 per cent of the world’s- 
pop ulati on use En glish to communicate 
and the remaining 90 per cent have 
traditionally been pooriy served by the IT 
industry. 

This rtijKT - imiwBtinn «inHrniM into the 

Internet age: Internet addresses are limited 
to the 26 characters of the English alphabet 
- a big problem for nations with different 
alphabets - and key technologies are 
developed first in English and only later if 
at all translated into other languages. 

In NetGain, the FTs glossy ma gazin e 
devoted to electronic commerce, our 
correspondent Geoffrey Nairn hopes to 
show how electronic commerce can become 
a global phenomenon. Research is now 
under way - and we welcome further 
information on Interesting examples of bow 
businesses are trading bn the Internet 
around the world, particularly in 
non-English speaking countries.' 

Information - no more than 750 words - . . 
can be sent In Spanish; Italian, French. 
Portuguese or English to: 
gncam@europemaiLcom - - - ■ 

with a cqpy.to: FT.iT@FT.com 
marked for the attention of the editor of 
NetGain magazine. 



□ This FT guide will also contain case 
studies of winning web sites in the 
business world - including profiles of the 
finalists in the recent FT Business Web 
Site of the Year Awards. 

□ For an editorial synopsis and details - 
about advertising in NetGain, to be " 


published on April 15, 1998, contact 
Katherine Morton or Nadine Howarth at 
the Financial limes: 

□ In London: 

Kathari ne Morton, tel +44 (0) 171 873 3746. 
Nadine Howarth. tel +44-10) 171 873 4129: 
or Cax +44 (0)171 873 3062. 

E-mail addresses: 

katharmejnortontS'FTxoni; 

nadinehowarttuaFT.com 

□ In the US: 

Los Angeles: Nick Mayle, telephone (415) 

637 9775; fox 415 637 9795; e-mail: 

nmay ip fryffna nc i altinies .com 

New York: Penny Scott, telephone (212) 742 

2400: lax 319 0704: e-mail: 

penny ^cothift com 

□ In Japan: 

Tokyo: Patrick Brennan, telephone 81 03 
3295 4050; fax 81 03 3295 1264; 
email: pafrirfc, breraunvdiFT.com 

□ In Hong Kong: 

Sarah Leventhorpe, telephone 852 2868 2863 

fox 852 2537 1211; . . 

email: saratUeventhorpewtft.com 


BUSINESS INFORMATION SERVICES • By Geoffrey Nairn 




I he Internet is a gold 
min e of information, 
but searching for that 
elusive nugget often yields 
nothing but frustration. 

O nlin e business informa- 
tion services provide better 
and quicker ways of finding 
information on the Internet 
- albeit at a price. And 
through the Internet, these 
companies can reach a 
global market of information 
seekers and offer new prod- 
ucts. 

Business information has 
been available online for 
many years. Initially, access 
was only via proprietary ter- 
minals and private net- 
works. on Reuters and Lexis- 
Nexis, for example. But the 


Golden nuggets on a long and winding road 


Getting lost on the information superhighway? Online 
business information services can provide the shortcuts 
to show business users where they need to go 


growth of the personal com- 
puter has led most services 
to move to PC-based access 
with a Windows-based inter- 
face designed to make 
searching for information 
easier. 

Many information services 
use agency distributors, 
including big online net- 
works such as CompuServe, 
to extend their reach around 
the globe. But in the Inter- 


net age, these traditional 
delivery channels are costly 
and old-fashioned. So provid- 
ers of business information 
are adapting their propri- 
etary services to allow 
access from the web. 

"The Internet allows us to 
serve our existing market 
with new products, ” says 
Gerard Buckley, marketing 
director with Dun & Brad- 
street. a leading US business 


SEAMLESS CONNECTIONS 


Voice, video and data 


From Page 5: 

Mr Moroney says. Recent 
advances in telecommunica- 
tions technology, including 
switching, routing and band- 
width capacities, are just 
now coming into line with 
the expected growth. 

However, for all the rapid 
developments, a number of 
substantial hurdles remain. 
An obvious one is the need 
for highly scaleable resource 
management, the infrastruc- 
1 ture that manages every- 
thing from user authentica- 
tion to the billing of 
different customers with dif- 
ferent types of accounts and 
access. 

For this, telecommunica- 
tion companies will have to 
form relationships with 
Trusted Third Parties. 

Chris Stone, senior rice 


president for strategy and 
business development at 
Novell, says that his organi- 
sation is developing products 
specifically for ISPs and tele- 
communication companies. 

“Offering unified messag- 
ing services and the corol- 
lary demand on resource 
management is a huge scale 
problem. The idea of intelli- 
gent administration has 
been talked about for years 
but noone has built really 
good service infrastructure," 
he says. 

“We have probably the 
only directory services that 
can handle the reality now. 
Though wen we don't know 
for sure because we have 
never scaled to that size." 

However. Mr Moroney of 
Ov um b elieves that the issue 
of TTPs is a complex one 


that is largely not being 
addressed. This is because 
encryption standards are 
involved, and this ultimately 
lies with the government 

“The Internet society dis- 
trusts anything that has to 
do with governments," Mr 
Moroney says. “De facto 
standards have emerged and 
will appear along the way. 
but they are inevitably going 
to be limited solutions." 

The final word must go to 
the insatiable demand for 
bandwidth. In particular, it 
is the domestic broadband 
marketplace that must be 
cracked if mobile, multime- 
dia technology is to travel its 
last mile. It seems inevitable 
that this will come, for what 
is now beyond doubt is that 
both vendors and customers 
desire it 


information provider. The 
company opened its global 
information database to the 
Internet in July. 

Web surfers can search 
free of charge the D&B Glob- 
alSeek database, which has 
details on more than 45m 
companies in 200 countries. 
They also can buy a synopsis 
of the business operations of 
a particular company. The 
report is purchased by credit 
card directly from the web 
for *5, (£2.95). 

D&B's existing contract 
subscribers can also buy 
reports on the web using the 
password they use to access 
the traditional proprietary 
service. 

FT Information, the busi- 
ness information division of 
Pearson, publisher of the 
Financial Times, recently 
announced a new Internet- 
based product FT Discovery 
for the Weta. It provides 
users with news alerts and 
international business infor- 
mation including news, com- 
pany information and mar- 
ket intelligence. The product 
is designed to appeal to 
smaller businesses and is 
thus offered at a fixed price 

- £99 a month for each user 

- and can be accessed using 
a standard web browser and 
Internet connection. 

Dialog, which claims to be 
the world's oldest and larg- 
est online information ser- 
vice, celebrated its 25th anni- 
versary this year by 
launching an Internet-based 



Checking online services: del e ga t e s at the Gartnet'i Group 
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service. Called Dialog Web. 
the service is accessed via a 
standard web browser using 
the same command language 
adopted for the proprietary 
Dialog service. 

Dialog comprises more 
than 470 databases from a 
broad range of disciplines, 
including business news, 
patents and trademarks, sci- 
ence and technology, as well 
as consumer news. It is the 
flagship product of Dialog 
Corporation, formed last 
month from the merger of 
MAID, a fast-growing UK 
information provider, and 
Knight-Ridder Information, 
the online division of US 
newspaper publisher Knight- 
Ridder and previous owner 
of Dialog. 

KRTs information empire 


comprises more than 900 
databases, 9 terabytes of 
data and 160,000 customers. 
The smaller MAID has 4,700 
corporate subscribers - a 
single subscription may, 
however, cover hundreds of 
users. Its core product is 
Profound, which offers 
around 100m pages of infor- 
mation from more than 5,000 
content publishers, includ- 
ing market research reports, 
business news, company sta- 
tistics, brokerage research 
and stock market prices. 

Profound uses MAID’S pro- 
prietary InfoSort data index- 
ing technology that allows 
fast, accurate searching 
across all the databases. The 
service was launched in 
1995, initially just as a 
dial-up service. But in mid- 


1996. MAID added access via 
the Internet 

At the aid. of 1996 an intra- 
net version of Profound was 
launched that can be custom 
designed for an organisation 
at a fixed price and offers 
the security advantages of 
an . intranet The .intranet, (a 
; private'uetwork) system also 
uses the InfoSort technology 
to allow each company to 
define its information needs 
and index information in 
predetermined categories. 
This facility aims to over- 
come the information over- 
load problem common to 
online information services, 
and ensure that only infor- 
mation relevant to the com- 
pany Is provided an its intra- 
net British Telecom plans to 
use the Intranet version of 
Profound to offer large busi- 
ness customers a complete 
managed intranet service, 
including customised infor- 
mation.. 

F inancial analysts were 
surprised when loss- 
making MAID, whose 
1996 sales were just £2lm, 
announced in August its 
plan to buy the much larger 
KRI, with revenues last year 
of almost J290m- KRTs par- 
ent Knight-Ridder justified 
the sale by saying it wanted 
to focus resources on 
expanding its newspaper 
empire. 

Online information ser- 
vices have proved a thorn in 
the side of many media 
.groups because of their 
heavy up-front development 
costs. The Internet creates 
further uncertainty in the 
online market, and the big 


consumer-oriented services, 
such as CompuServe, has 
lost subscribers because of 
the Internet’s growth. 

Analysts say business-ori- 
ented online services are not 
as vulnerable because of 
their sophisticated search 
engines and high-value data. 
However, much of the 
bread-and-butter information 
they offer, such as company 
results, and magazine and 
newspaper articles, can often 
be found for free on the web. 
This Is, however, assuming 
users have the patience to 
search for it 

The rapid rise of the web 
browser as a standard, easy- 
to-use interface has left 
online service proriders 
wondering whether they 
should continue to sink 
money into developing and 
supporting proprietary soft- 
ware. 

CompuServe, for example, 
announced in October it 
would make many of its 
databases and technical 
forums available to web surf- 
ers on a pay-as-you-go basis, 
as well as continuing with 
its traditional proprietary 
service. 

Gerard Buckley, of Dun & 
Brads treet, believes propri- 
etary services still have the 
edge because of the effort 
that has gone into optimis- 
ing the software used to 
access the service. But their 
longer term future looks less 
certain. 

“There will always be 
people who will need val- 
ue-added [proprietary] soft- 
ware, but increasingly we 
are moving to the Internet." 
he says. 
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JBA System 21 - The Essential Software For Integrating Growing Businesses 



lb understand how, call +44 (0)1789 200390 for your FREE guide, 

/Integrating the Enterprise’ 

And take a step in the right direction. 
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ONLINE BUSINESS 


Growing opportunities in China 


In spite of current constraints, the ■ 
long-term prospects for electronic 
commerce are encouraging 


• 5 -..•. 




T he China 97 Confer- 
ence on Information 
Networks and the 
pwsnet opened last month 
m. Seijrng. Senior govern- 
ment officials and represen- 
tatives from the country’s 
Internet service providers 
(ihfsj announced policies 
and development plans for 
the Internet in China. 

Also at the conference 
were executives from the IT 
industry from other coun- 
tries including Donald 
Heath, president of the Inter- 
net Society, and Gary 
OVeall, Hewlett Packard’s 
general manager for elec- 
tronic commerce. They 
showed their Chinese coun- 
terparts global Internet per- 
spectives and applications, 
as well as electronics com- 


increase applications for the 
Internet, says Lu Xink ui, 
secretary general of China’s 
steering committee on 
national information infra- 
structure. 

Despite only six years* 
experience of working with 
the Internet, China has four 
leading public access net- 
works. 

These services are China- 
Net, China Golden Bridge 
Net (China GBN), China Sci- 
ence and Technology Net- 
work (CSTNet) and China 
Educa tion and Research Net- 
work (CERNet). The services 
cover extensive areas of the 
country. Together with Chi- 
naPAC (packet data), Chi- 
naDDN QL25), and Chin- 
aFRN (frame relay), they 
form the national data com- 





Chfcro*s technology leaders of t om orrow; a special class for highly advanced students at the Science 
and Technology U n i ver si ty in Hefei, southern China nun 


rDei " c _ e ’ from around the ’ muni cation backbone. 


world. 

The meeting - the second 
of its kind since 1995 - signi- 
fies the increasing aware- 
ness of the Chinese of the 
importance of Internet devel- 
opments, and the closer 
links that are being forged 
between Chinese policy mak- 
ers, companies and their 
peers across the world. 

China is determined to 


Advances in Internet 
development in China reflect 
widespread recognition of 


used exclusively for aca- 
demic research. In 1994, the 
ministry of posts and tele- 
communications (MPT) in 
Beijing began work on the 
first public Internet access 


the value of this "network: of network, ChinaNeL This 


networks’. The first Net 
access was launched by the 
China Academy of Sntencps 
(CASNet) in 199L It expan- 
ded into Chinese universities 
- such as Tsmgbua Univer- 
sity and Beijing University 
(CERNet) - and was initially 


quickly expanded and 
included all 32 provinces In 
China. 

In 1995. MPTs rival MET 
launched the second 
national Internet access 
facility. ChinaGBN. along 
with its affiliate, Jitong 
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At the same time, CASNet 
broke from CERNet and was 
formally established as 
CSTNet. Though both still 
focus on academia, they also 
offer commercial Internet 
access to the public. 

Over the next decade, the 
Internet connection boom 
continued. Industry-specific 
networks were established. 
CEINet was set up under the 
State Information Center. 
The CATV network was 
established under the Minis- 
try of Radio, Film and Tele 
vision, and XinhuaNet came 
out under the Xinhua News 
Agency. All of these have 
begun to expand their dedi- 
cated data communications 
network into Internet access 
for the public. 

Meanwhile, many Chinese 
private entrepreneurs have 
tapped into the potential of 
the Internet With a common 
vision that the Net will 
bring fundamental *hangg to 
peoples’ lives, entrepreneurs 
have established ISP and ICP 
operations and are eager to 
tap into the Internet market 

The 10 leading companies 
in this area have each 
invested more than Rmb20m 
( $g 5m) in building up their 
Internet and related ser- 
vices. Two exampips of pri- 
vate endeavours are the Info 
Highway in Beijing and 
China On I .in* in Shenzhen. 
Altogether, an estimated 


Rmb2bn ($250m) has been 
invested by independent 
Internet Service Providers 
and I CPs to install Internet 
hosts, develop Chinese con- 
tent and educate potential 
subscribers about the Inter- 
net In addition, global com- 
panies, such as Prodigy. Alta 
Vista and CompuServe/AOL, 
as well as others from the 
US and Hong Kong have 
already entered the Chinese 
market 

Two approaches to the 
Internet are being under- 
taken in china - the top- 
down approach where the 
government is constructing 
a nationwide backbone, and 
the bottom-up method where 
the Internet is being popu- 
larised among the public. 
This has maria the Internet a 
day-to-day topic of conversa- 
tion for the average Chinese. 

T he n umb er of Internet 
subscribers in China 
grew at an exceptional 
rate of more than 400 per 
cent year-on-year to Decem- 
ber (see chart). The develop- 
ment of IT infrastructure in 
China, and the increasing 
penetration of home PCs and 
telephony are supporting the 
the continued use of the 
Internet 

China has injected huge 
amounts of capital into the 
development of the Chinese 
version of Nil - called 
Golden Projects - and into 
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regional information hubs 
on the country’s information 
superhighway. China 's 
investments in the national 
IT infrastructure are esti- 
mated at more than 
us$40bn. ChinaPAC. Chi- 
naDDN and ChinnNet now 
cover more than 3,500 cities. 
National ISDN and frame 
relay networks are under 
construction in conjunction 
with the Golden Bridge Proj- 
ect ISDN covers more than 
20 cities. In the commercial 
sector, it allows for telecon- 
ferences. video on demand 
(VOD), interactive games, 
and tele-medicine. ATM- 
based broadband networks 
will be in service by the year 
2000 in large cities. 

China has become the sec- 
ond largest personal com- 
puter market in Asia. PC 
sales reached 2m units in 
1996 and will grow to more 
than 10m units by 2000, 
inhhTding at least 5m units 
for the home. In other 
words, about 10 per cent of 
the urban population will 
have a PC by the year 2000. 
PCs in homes in the more 
developed cities of Beijing. 
Shanghai, Guangzhou and 
Shenzhen may grow to 20 to 
30 per cent As China is 
a riding more than 7ftm main 
lines of public switching 
every year - equal to the 
building of an entire Baby 
Bell, it is likely that the 
number of households with 
telephones will grow from 
over 30 per cent at present to 
70 per cent by 2000. 

Advances in IT infrastruc- 
ture and increasingly diver- 
sified and sophisticated indi- 
vidual IT users have brought 
about an explosion in Inter- 
net applications. A recent 
survey in Shanghai of 200 
random users of the internet 
covering how perspectives 
on electronic commerce 
would change by 1999 
revealed that 87 per cent of 
respondents expected to 
book hotels and tickets 
using the Internet, 49 per 
cent hoped to use VOD at 
home and 72 per cent would 
be willing to shop with 
credit cards on the Internet 

Campanies have invested 
fortunes in Internet systems 
looking to turn their invest- 
ments not only into competi- 
tive advantages, but also 
high returns. Many come to 
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realise that providing elec- 
tronic commerce sendees is 
far more attractive than sim- 
ply connecting individuals 

for a fee. The same is true 
for the Chinese government, 
which views IT and Internet 
development as an indicator 
of how well the country is 
competing globally and how 
productive it is being locally. 
This comes in spite of con- 
cerns over content controls. 

Parallel to traditional elec- 
tronic commerce practices in 



Dr Denis Simon, who reads and 
speaks Mandarin, is director of 
Andersen Consulting's China 
Strategy Group which assists 
leading corporations with their 
entry and operating strategies 
in the country 

China which exist as part of 
Golden Project initiatives - 
including IT-enabled ERP. 
EDI and other automated 
commercial processes, Inter- 
net provides a new model 
and standard for electronic 
commerce. Internet-based 
electronic commerce in 
China is evolving from pub- 
lishing and web ads to Inter- 
net-based transactions. 

Although still in a primi- 


tive stage, a full spectrum of 
electronic commerce ser- 
vices have gradually come 
into being. These target per- 
sonal and business users in 
China and abroad. Services 
include: the yellow pages; 
Iphone/fax delivery; cyber- 
bonking; the online stock 
exchange; real estate; travel, 
hotel and ticket bookings; 
education; sales of books; art 
galleries; exhibitions, using 
the Internet as showrooms 
for products of similar types; 
newspapers; PC products; 
sports and leisure goods; 
online databases, some are 
pay-per-use; and personal 
ileus such us the deliver.- of 
cards and flowers. 

The PC-industiy itself may 
well be the forerunner of 
electronic commerce in 
China. The direct sales 
approach lias proven highly 
successful for Dell Computer 
in the U S, whose Internet 
sales will account for about 
SI bn this year, or 10 percent 
of total sales. Chinese PC 
manufacturers and distribu- 
tors have started to mimic 
Dell's example by developing 
their own version of the 
build-to-order and consumer 
direct model. 

Cyber-banking is another 
development which will 
have far-reaching impact on 
electronic commerce busi- 
nesses. The Bank of China 
now offers severe! types of 
services to its customers 
through the Internet, includ- 
ing on-line credit inquiry, 
payments and reporting for- 
eign exchange income. Other 
commercial h anks are expec- 
ted to launch similar ser- 
vices soon. Finally, stock 
brokering and transactions 
on the Internet also bold 
potential. The speculative 
and opaque Chinese stock 
exchanges are crowded with 
both large and small inves- 

Continued on page 20 


t *•. ... ■ . 


3 


HYUNDAI 


Are 


YOU 


m 


Our 


Future? 


Over the past fifty years, Hyundai 
innovations have made a world of difference. 

Today, our cars move people in over 190 
countries. Our oil tankers deliver the fuel that 
powers economic development to every 
continent. Our semiconductors store and 
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process the data that will take technology to 
the next level And we’ve only just begun. 

You see at Hyundai, each product and service 
we develop becomes the inspiration for future 
innovations. Innovations designed to meet the 
customer’s psychological needs as well as 
physical ones. And that will us all something 

very important. A better life. 


Are you in our future? 
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ELECTRONIC COMMERCE . By Alan Stewaft ; ; T" : 

Easier access to world markets 


While larger companies tend to have 
greater success in Internet trading, 
even small businesses look big - and 
attract sales - on the Web 


T he value of worldwide 
electronic commerce 
will increase from 
52-6bn in 1996 to more th^ n 
$220bn in 2001, according to 
research company Interna- 
tional Data Corporation 
(IDC). Based on the experi- 
ences of its US customers, 
EDC says it finds that the 
benefits of electronic com- 
merce Is tied to the size of 
the company. 

“With small businesses, 
trading on the Internet is a 
bit like being the Wizard of 
Oz/ says Anthony Miller, 
research manager at IDC. 

“You look big and formida- 
ble, even though you're not 
It gives small firms visibility 
in markets they wouldn't 
have a hope of reaching 
through their existing sales 
channels." 

IDC found that medium- 
sized businesses with more 
skills and resources were a 


little more mature in their 
use of the technologies, and 
could try integrating Inter- 
net commerce into their full 
business processes. 

'They're using the Net to 
extend their reach into new 
markets," says Mr Mill- 
er, "and also to shorten the 
buy cycle." 

Large -companies were in 
the best position to exploit 
the Internet by aiming for 
some differentiated advan- 
tage in the marketplace. 
"They tend to be doing it 
either to enhance the way 
they deal with customers 
and prospects," Mr 

Miller, "or to reduce overall 
the cost of business com- 
pared to traditional chan- 
nels." 

With industry analysts 
forecasting spending in the 
billions, it is no surprise that 
companies developing elec- 
tronic storefront software 



Bridgewater Pottery traditionally reached customers via shops 
such as Hanroda. Now the pottary is also seffing via the company's 
web page on the Internet 


have received large injec- 
tions of cash. Seattle-based 
iCat completed a US$19-2m 
round of financing in 
August, with investment led 
by the Canadian Imperial 
Bank of Commerea 

European electronic shop- 
ping software company 
Intershop was founded In 
the former East Germany 
and now has its headquar- 
ters in California's Silicon 
Valley. Also in August, 
Deutsche Telekom, Europe's 
■ largest telephone company, 
paid US$25m to Intershop for 
the use of its commerce soft- 
ware to set up online shop- 
ping malls. 

Intersbop, which has just 
opened a UK office, is busy 
working on virtual reality, 
live streaming video, and 
cross-vendor catalogue tech- 
nology. 

"EaCh reseller can create 
his own shopping site, but 
copy catalogues from bis 
wholesaler, H explains Wilfr- 
ied Beeck, CEO' of Intershop 
Europe. 

Although 30 per cent of 
British companies have a 
Web site - twice the Euro- 
pean average - the UK lags 
behind Sweden and Ger- 
many in electronic com- 
merce. "We found this year 
that 17 per cent of UK com- 
panies are buying and sell- 
ing over the Net," says Mr 
Miller. The numbers in 1998 
were expected to be 40 per 
cent buying and 30 per cent 
sriTing . 

"As admirable as that is," 
Mr MIDer says, "Sweden will 
be SO per cent both buying 
and selling by then." The fig- 
ures predicted for Germany 
in 1993 were 45 per cent both 
buying aud selling, n-nft for 
France 30 per cent buying 
and 40 per cent selling. Cur- 
rently, about 12 per cent of 
French and only 7 per cent 
of German companies have 
web sites. 

In Britain about £70m 
worth of electronic com- 
merce is carried out over the 
Internet, according to 
research done by IDC in the 
last 18 months. Mr Miller 
expects this figure to have 
risen to £2.75bn by the end 
of 2001, and the current two- 
year technology gap with the 
US to have disappeared. 

"The value of transactions 
over the Internet will more 



Emma Bridgewater, chairman of Bridgewater Pottery: "Ws a painful 
and tsbourious process to find retaS outlets'’ 


thaw rirynhfp year-on-year for 
the next five years and prob- 
ably longer," says Mr Mill- 
er. "Most of these transac- 
tions are between businesses 
trading with other busi- 
nesses. The amount coming 
from thp consumer marirpt is 
relatively s mall. " 

IDG’s forecasts and predic- 
tions, however, show that by 
2001 half of all business con- 
ducted on the Internet will 
be by consumers, with 
£L25bn worth in Britain. Mr 
Miner believes these people 
are unlikely to be using per- 
sonal computers. "To get 
consumer mass-adoption." he 
declares, "we need devices 
like the television set" 

What are people in the UK 
buying over the Internet 
today? 

"They're subscribing to 
magazines and newspapers," 
says Mr Miller. "They’re 
using paid-for information, 
including stock market 
prices and newswire ser- 
vices. They're buying holi- 
days and even gambling 
over the Internet" 

David Aldridge, European 
general manager of ICat. 
rays that low-end products 
like books and compact discs 
are selling, as are food, 
travel and ‘edutainment 1 . Mir 
Aldridge highlights the suc- 
cess of computer company 
Dell, which claims to do 
Cfrnn worth of business over 
the Internet every day. 

Huge figures like these are 
tempting even' computer 
sceptics. Emma Bridgewater, 



ora discovering the new metfham, but adwrteere remain sceptical 



founder and chairman of 
Bridgewater Pottery in the 
UK, is a recent convert to 
the Internet "Having been 
reasonably sceptical about 
computers," she explains, 1 
suddenly felt this was such a 
drearily En glish attitude to 
take." 

Bridgewater's pottery is 
sold from exclusive shops 
like Harvey Nicholls and 
Harrods in London and Bar- 
neys and Bergdoxf Goodman 
in New York, as well as from 
Bridgewater's own London 
shop. "It's a painful and labo- 
rious process to find retail 
outlets," says Ms Bridgewa- 
ter, "and then they take an 
edited version of the cata- 
logue." 

Anthony Mirier says Inter- 
net trading is all about 
"reaching markets your 
existing channels either 
cant reach at all, or cant 
reach cost effectively”. He 
also believes electronic cant 
merce is about reducing the 
cost of communication, 
whether with partners and 
suppliers, prospects, or a 
company's own sales force. 

"Have a look at what Inter- 
net commerce can do for 
your business," says Mr 
NfiDer, then take a look at 
what your competitors are 
doing, and don'tbe left 
behind." 

Emma Bridgewater will 
certainly not be left behind. 
"We're quite early into it 
ahead of the pack," she says, 
"and I hope that'weH there- 
fore have an advantage." 


A challenge for 
the printed page 

Although there are how more than 2,400 newspapers 
online, the view is that printed versions will be around 
for a very long time 


F ar many Americans, 
the disastrous military 
involvement in 
Somalia in 1993 is 
something they would 
prefer to forget But a 
leading US newspaper, the 
Philadelphia Inquirer, has 
chosen to reopen the issue 
with a ground-breaking 
30-part multimedia 
ijUxmmeutary running cm the 
newspaper’s web site. 

Called Blackhawk Down, 
the series is based an a 
year-long investigation by . 
Mark Bowden, an Inquirer 
journalist He had planned 
to write a series of articles 
for the paper, but as the 
project grew, the editors 
decided a multimedia 
version on the web would do 
his work more justice. 

Bowden amassed a large 
collection of material, 
including more than a 
thousand pages of classified 
government documents, 
video and audio tapes 
recorded during the 
fighting, and tailed 
interviews with battle 
veterans. 

“The project just sort of 
mushroomed,'* says Jennifer 
Musser, editor for the 
newspaper’s web site. 


the Blackhawk Down story 
the in-depth treatment it 
deserved. In addition to a 
month-long series of daily 
articles in the main paper - 
in itself-an exceptional 
length for a story - each 
day's instalmen t is 
expanded on the 
Philadelphia Online web - 
site. 

A companion TV 
documentary will also be 
shown on Philadelphia's 
public TV station this 

Newspapers 
arid magazines 
are looking fox 
ways to exploit 
their web sites 

month. The web site 
(wwui-phill!/riews.coTnl 
packages(somalia) carries 
the text of eacti day’s 
episode. Also added are 
photos and graphics not 
published in the paper, 
video extracts from the TV 
documentary and audio 
dips in which soldiers 
. recount their experiences. 
“We are tight for space in 


" TFfe SMdpMa Online. 'The rthe paper so we would never 

editors thus decided to give have been able to go into 


this depth,” says Ms Musser. 
The site is billed as “the 
extraordinary, previously 
untold story of what really 
happened in Somalia”. It is 
a ttra cting much feedback 
from web surfers, 
particularly battle veterans, 
who can put questions to Mr 
Bowden via an online 
message board. Links to 
other relevant web sites are 
included, such as veterans’ 
home pages or sites about 
Somalia. Blackhawk Down - 
named after the two 
Blackhawk attack 
helicopters shot down in the 
battle - is by far the 
newspaper's most ambitious 
project on its web site since 
its launch in 1995. 

Tt has been a lot of work, 
but it really brings the story 
to life,” says Ms Musser. 

Although the Philadelphia 
Online project is unusual, 
many newspapers are 
looking at ways to exploit 
the full potential of their 
web site. This can be a way 
to stand out in an 
increasingly crowded 
market 

At the beginning of 1997, 
there were 1,600 newspapers 
online, according to the US 
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from Einstein's next of kin 
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A Better Retire 
Os Inlornatlaa 



Appointments pages for IT Professionals. 

-or mnrv information nn .ntsertising opportunitu:-,. pleas.* contact Mark Cunimiuton 
* 4 * 4 171 S73 fjA: 44 171 873 4331 or «-*nail mark.cunmnston 'ft.com 

HNANCIAI TlVir-S 

No KT. no comment. 
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Coming soon: the magic 
of the moving image 



In the future, 
a spin on the 
Internet could be 
as moving as a 
trip to the cinema 

T he days of viewing 
still images and read- 
i°g page upon page of 
pure test on the Internet are 
looking increasingly num- 
bered. 

New developments in the 
fields of “streaming” multi- 
media - including real-time 
video - are being embraced 
by web site authors at a pace 
which is likely to transform 
how information is displayed 
on the Internet. 

Among those to announce 
new developments in the 
multimedia market is Geo 
Interactive Media, an Israeli- 
based company. It has 
recently introduced its first 
product which allows web- 
site developers to offer real- 
time video and audio. 

The uptake to the group’s 
Emblaze products has been 
impressive. In the seven 
weeks since it began market- 
ing the products in the US. 
the company has earned rev- 
enue of $1.5m. while some 
1.200 sites have installed the 
enabling software. 

Streaming is a process 
where stQl images are run 
together quickly to give the 
impression of video. It has 
been on the Internet for 
some time. Prominent in its 
development have been com- 
panies such as Real Net- 
works, Narrative Communi- 
cations, FutareWave, 
Macromedia and Lari Soft- 
ware. 

The one problem all the 
companies have faced is 
compression - how to get 
the amount of data needed 
to run the video images on a 
standard capacity (normally 
28 Kbps) cable modem. 

Geo claims to have solved 
the problem with Emblaze, 
which allows a compression 
rate of up to one to L000. 

Its range of products claim 
to offer a range of multime- 
dia applications, including 
Video, audio, anima tion and' 
interactive content. 

In addition to its high-data 
compression. Emblaze is 
available as a Java applet, 
thus all owing any Internet 
user access regardless of 
their hardware or software 
configuration. 

When the web site visitor 
clicks on Emblazed content, 
the applet is quickly and 
transparently downloaded 
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on to the visitor's computer 
where it acts as a “player'*. 
It immediately decodes and 
decompresses the inftnmtop 
file to produce an exclu- 
sively Java-enabled multime- 
dia experience. 

“We believe we are at least 
18 months ahead of the com- 
petition," says Eli Reifman. 
Geo’s vice-president of tech- 
nology develo pment 

“In particular, Emblaze’s 
application on a 28 Kbps we 
believe offers true interactiv- 
ity for millions of ordinary 
Internet users." 

Reifman also points to the 
simplicity in the way 
Emblaze is structured. 

Unlike many other stream- 
ing products. Emblaze does 
not need to be downloaded, 
nor does it need any special 
server software. 

Among the sites to have 
installed Emblaze Is the one 
for Megadeath, the US rock 
hand. The site allows the 
group to be seen and heard 
by the web site visitor. 

However, Reifman sees 
other more mundane appli- 
cations for the product. 
Retailing at $295. the soft- 
ware can be installed in min- 
utes and is being marketed 
to the estimated two million 
home web sites in the US. 

Noah Friedman, an ana- 
lyst with Panmtxre Gordon, 
the London-based stockbro- 
ker, says that the problem of 
putting multimedia applica- 
tions on the web has been 
that many have been 
adopted from CD-Roms. 

Many multimedia activi- 
ties have thus only been 
made possible by plug-ins 
and expensive, complicated 
server software. 

“Research has shown that 
90 per cent of visitors to a 
web site that require down- 
loading or other require- 
ments to engage in multime- 
dia activities win move on. 
says Mr Friedman. 

Other applications under 
development by Geo indude 
interactive e-maiL 

This promises greater 
capacity ability due to the 
compression technology, 
with the result that files 
would he minimised.* In addi- 
tion, toll multimedia graph- 
ics, animation and sound 
would be available. 

Geo has also signed a deal 
with Mc&awHiU to develop 
applications for the educa- 
tional market In addition, 
the group is developing 
Emblaze technology for live 

broadcasting. 

Not that Geo has the mul- 
timedia market to itself The 




The latest news 
on the Internet 


From feeing page: 

t^ade magazine Editor & 
Publisher. Last month, the 
figure had shot up to more 
than 2,400. Web sites are no 
longer limited to the big 
national newspapers. 
Smaller local newspapers 
are also discovering the 
advantages. Web sites allow 
local papas to Teach lost 
readers, people who have 
moved away from their 
home town, for example- 
One local paper new to the 
web is the Hampstead & 
Hlghgate Express, a weekly 
that circulates in north 
London- The Bam&High 
Network was launched in 
September, and the online 
content mirrore that of the 
newspaper. Bat the 
publisher wants to go 
further. 

“We hope to be able to 
offer many more enhanced 
nows and entertainment 
services that this digital 
medium allows,” says Doug 
Bonn, regional managing 
director of Home Counties 
Newspapers, the publisher. 

Deciding what those 
enhanced services should be 
is a big challenge tor onhae 
newspapers, particularly as 
few have a dear idea who is 
reading their web site. Many 
online papers thus require 
users to register so they can 
discover how many digital 
readers they have and 
gather demographic 
information. 

The Financial Times, for 
example, has more than 
550,000 registered users of 
its free web site, and a 
quarter of a million pages 
are looked at each day. 

Other papers prefer to let 
readers enter their web site 
anonymously. 

“We do not make people 
register but we try to entice 
the information out of 
them." says Nancy Malitz 
general director for the 
Detroit News Internet site. 
Which has been online since 
1995. A few online papers 
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charge a subscription. The 
Wall Street Journal is 
perhaps best known and 
charges $49 a year. 

“We do not think we can 
charge for the general 
newspaper," says fife Malitz. 
The Detroit News initially 
planned to offer Its content 
via a commercial online 
service for about $5 a 
month. “But with the 
arrival of the Internet we 
just watched that business 
model disappear," says fife 
Malitz. 

The San Jose Mercury - 
dubbed the newspaper of 
Silicon Valley - offers the 
content of the past week’s 
issues for free on its site but 
charges for older articles. 

Its database of articles 
covers its own news and 
that of sister newspapers to 
the Knight-Bidder empire 
and stretches back over 12 
years. To read these past 
articles, users must 
subscribe and pay $1 for 
each story. 

One of the biggest 
problems for online 
newspapers is getting 
advertisers to commit to the 

new medium. Advertisers 
see the Internet as the 
ultimate “precision, 
marketing" tool and want 
detailed reports of who 
visits a site and bow many 
dick on thetr banner ad. 

But the technology to do 
this is still immature. 

Methods tor measuring TV 
audiences or newspaper 
circulations do not translate 
well to the web. Every new 
development to electronic 
media is a challenge to 
newspaper publishing, and 
the Internet is perhaps the 

most serious threat yet 
However, newspapers have 
beat quick to adapt to the 
Internet age, and most 
believe their web sites will 
supplement rather than 
supplant the traditional 
newspaper. “The newspaper 
is going to be around for a 
very long time^" says fife 
Malitz. 


company is a late entrant to 
a sector which has been 
developing rapidly and 
catching toe eye of some of 
the Internet’s leading compa- 
nies. 

Microsoft, for example, 
rescently bought Vxtreme 
and took a small stake in 
Real Networks. Narrative 
has several products based 
on Macromedia’s Director. 
Both companies are working 
to overcome the need to use 
plug-ins and additional 
server software. 
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irector is among the 
most popular multi- 
media authoring tool 
for CD-Roms. Its Shockwave 
software allows users to take 
materi a from tbfe base and 
adapt it for a web site. 

Macromedia . recently 
announced it was planning 
to develop Director around 
Java. If successful, the devel- 
opment could have a signifi- 
cant Impart n p the wnil tfmft - 
dia Internet market 
FutureWave’s FutureS- 
plash already uses Java as 
does PowerProduction’s 
WebBnrst but both are said 
to suffer from a lack of com- 
pression. Elsewhere, OIJVB 


Corporation has developed a 
streaming product which is 
available as a Netscape 
plng-in. 

Lari Software has intro- 
duced its Electrifier and 
LighteningDraw Electric, 
another streaming tool 
developed for MacOs. 

The pace of activity in the 
market looks to increase the 
likelihood of finding solu- 
tions quickly. Analysts pre- 
dict closer alliances between 
the developers, and even a 
bout of takeovers, as compe- 
tition heats up. 

“The most significant risk 
to Geo must come from 
Macromedia acquiring or 
doing same kind of deal with 
one of the other streaming 
companies, particularly Nar- 
rative, which has already 
launched a streaming prod- 
uct and claims to be able to 
convert material created in 
Director," says Panmure 
Gordon in a research note on 
the market 

“If this were to happen,” 
says an IT analyst at 
another London-based bro- 
ker, “Geo’s claim to an 1ft- 
month market lead could be 
quickly eaten up." 


CASE STOWs DiNOVATIOli IN NORTH WALES • By George Black 


Search for venture ca 


While US venture capitalists 
are rushing to invest in 
Internet-related companies, 
some UK Intenet entrepre- 
neurs are struggling to find 
backers. 

Anchor Computer 
Systems is an example. The 
company, which has devel- 
oped an innovative system 
for car dealers and car 
finance firms, piaiw* that 
venture capitalists are 
showing no interest in a 
proposition promising a 
25-30 per cent return on 
investment in three years. 

“The main reason tor this 
is apparently that we have 
been asking far too tittle," 
says Bobby Williams, 
Anchor’s technical director. 

The company, which has 
an annual turnover of about 
£800,000, has asked tor an 
infection of only £500.000 to 
Cl . 3m to market the system. 
But venture capitalists have 
told It they do not want to 
lend less rsm 

Mr Williams nhritnn that 
Anchor could easily meet 
the investor’s target and 
might well make £500.000 
pre-tax profit after three 
years. The investor could 
then realise its profit 
through a trade sale or flo- 
tation. The Anglesey-based 


company, which has been 
developing motor trade and 
finance systems since the 
early 1970s, decided in 1994 
to expand the business by 
adopting Internet technol- 
ogy. 

The car dealer systems 
market, a slow-moving one 
with only a limited degree 
of competition, had not at 
that time appreciated the 
potential of the Internet 

Anchor was strong at the 
lower end of both the dealer 
and finance systems sectors, 
but these businesses offered 
only very modest growth 
prospects unless a radically 
new type of system could be 
invented. 

So Anchor developed a 
Virtual Showroom, which 
allows buyers to find a sec- 
ond-hand car at any dealer- 
ship linked to the network. 
The Internet site has proved 
popular with the public - 
searching is much easier on 
the site than scouring small 
advertisements in newspa- 
pers and magazines. 

But Anchor has made 
little out of it so far. In 
order to make the site a suc- 
cess, Anchor has given 
away three-quarters of the 
equity in the system 
through a joint venture 


with UUNet Pipes, a leading 
Internet service provider, 
and Kalamazoo, the leading 
UK supplier of motor trade 
systems. 

UUNet Pipes was keen on 
the joint venture because it 
provided one of the first 
working examples of how 
the Internet could add value 
to a traditional business. 
For Kalamazoo, the Virtual 
Showroom was attractive 
because the site could inter- 
face smoothly with its mast- 
ing dealer systems. 

For Anchor, there was the 
prestige of being a year 
ahead o f the market. This 
brought the company to the 
attention of several leading 
motor trade companies and 
finance business and led to 
a modest increase in reve- 
nue. But the reward for 
Anchor was hardly com- 
mensurate with the effort 
which had been put in - 
and the next step required a 
much bigger investment. 

Anchor was not keen, 
therefore, to repeat the joint 
venture process with its 
other Internet product, the 
Dealer Showroom. This is 
essentially an intranet for 
dealers, and has a part-ex- 
change calculator and a 
loan finance calculator. 



OthtspnepTiciTions are 
mcludeotfiat could make it 
as successful as the Virtual 
Showroom. 

Instead of another joint 
venture. Anchor's managers 
decided to try to raise capi- 
tal for a marketing cam- 
paign and to build up larger 
sales and service operations. 

“We have had a good rela- 
tionship with our bank, but 
they did not understand our 
market and were not inter- 
ested in investing,” says Mr 
Williams. "After we pres- 
ented our strategic renew 
to them all we got was an 
offer of an increased over- 
draft." 

When Anchor turned to 
the venture capital market 
to try to find an investor to 
take 25 per cent of the 
shares in the enterprise, the 
response was disappointing;, 
says Mr Williams (email: 
bobby (j excess i on.an- 
citor.co.ukY 

Fund managers were sym- 
pathetic. but they were 
mainly interested in the 
company's historical 
growth, which had been 
depressed by high spending 
on research and develop- 
ment. 


Continued on page 10 


WOULD YOU UKE (a) AN INTRANET 
THAT MAKES YOUR COMPANY 50% 
MORE EFFICIENT OR (b) TO LIE 


(THIS IS NOT A TRICK QUESTION.) 


“FIFTY PER CENT MORE EFFICIENT? DID YOU SAY FIFTY PER CENT 
MORE EFFICIENT?” Yup. Fifty percentage points. Count ’em, baby. 
According to a survey,' companies who’ve installed Lotus Notes Intranets 
have made their workforce up to fifty per cent more productive. How? Simple, 
intranets make sure that the right people have access to ail the information 
they need, exactly when they need it 

YOU’RE EITHER ON THE STEAMROLLER, OR YOU’RE SNOOZING IN 
FRONT OF IT. Soon the business world will be divided into two kinds of 
companies. The kinds with Intranets, and the kind who are on their knees, 
sobbing for mercy. 

As Lotus invented the whole concept of workgroup computing, we feel that 
we're in an ideal position to help you choose the right Intranet Powered by 
Lotus Domino, our latest generation of products ran help your internal and 
external teams work and communicate as they never have before. 

Of course, setting an Intranet in motion takes time 
and money. About 15 minutes, that is, and £3,4997 
That’s all it takes to buy and set up a Lotus Intranet 
Starter Pack, everything you need to get your first 
intranet up and running. Interested? Pfcoae Lotus 
free oo 0321 112 000 quotiug FT1T6 or visit 
www.iotos.cois/vebworit to claim your FREE 
Intranet Experience CD.' 

Not interested? Brace yourself. The steamroller 
will be along any time now. 
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By Geoffrey Wheelwright 


Save time by job 
hunting online 


Online recruiting 
is becoming the 
fastest way to 
find employees, 
and new jobs 

L ooking for a job? You 
could do a lot worse 
than to look on the 
World Wide Web. It appears 
to be the fastest growing 
recruitment and job-finding 
resource around - particu- 
larly in north America. 
Naturally, the sector most 
well served by an Internet- 
based job search and recruit- 
ment services is the hi gh 
technology industry. Thou- 
sands of jobs are advertised 
for work in computer hard- 
ware and software and tele- 
communications companies. 
Not only do these companies 
carry recruitment advertis- 
ing cm their Web sites, but 
they are also increasingly 
using Internet-based recruit- 
ment and placement services 
to find the right people. 
Company websites are also a 
good resource for the pro- 
spective employee; the sites 
provide vast amounts of 
background corporate infor- 
mation. 

US-based IntelliMatch 
{www.inullimatch.com) 
started its site for matching 
job seekers and employers 
on the Internet in 1994. The 
company now employs 40 
people, provides services to 
more than 100 high technol- 
ogy and corporate customers 
artri rinimq that more than 
10,000 users visit its site 
daily. 

Like most successful 
recruitment web sites, Intel- 
liMatch aims to match jobs 
to job seekers. It does this by 
getting as much information 
as It can from job seekers 
and employers. 

This is done raring a large 
database with an aim to 
yield the marinrnm possible 
match between employer 
and prospective employee. 

Job seekers can put their 
resumes online at a service 
like IntelliMatch for free. 
IntelliMatch - and many of 
its competitors - typically 


make their money by charg- 
ing employers for posting 
jobs on its database and for 
helping to match these post- 
ings to job seekers it has 
listed in its database. 

The potential of this kind 
of service, particularly for 
job seekers, is huge. A 
recent survey by Interblznet, 
a human resources organisa- 
tion (wtDio. interbiz- 

net, com I hr start.html), 
revealed that the number of 
companies with job listings 
on the Web has grown to 
4^000 web sites. 

The challenge for both job 
seekers and employers now 
appears to lie in finding the 
best possible match. Job 
seekers do not want to waste 
time applying for jobs for 
which they are not qualified, 
while employers do not want 
to be presented with lists of 
prospective employees that 
are not likely to fit their 
needs. 

Challenges 

Ottawa-based Career- 
Bridge f 101010. career- 
bridge.com) is an o nlin e 
recruitment service. Accord- 
ing to Chad Morissette, 
director of North American 
business development, there 
are two challenges inherent 
in the online job seeking pro- 
cess. One is to allow appli- 
cants to post their resumes 
o nline and review a host of 
job postings aimed specifi- 
cally at their area of exper- 
tise, But it is also important 
to have employers post and 
revise positions an a daily 
basis and conduct “e-mail 
interviews” to screen quali- 
fied candidates qui ckly and 

easily. 

CareerBridge has been 
successful at convincing 
Canadian high technology 
companies of the merits of 
this approach. It counts 
Corel Corporation, Northern 
Telecom, Lockheed Martin 
Canada, and ATT Corpora- 
tion among its customers. 

CareerBridge claims that 
some corporations are filling 
as many as one out of three 
new positions through 
o nlin e recruiting. 


Mr Morissette says the big 
attraction, for many custom- 
ers is that the process is 
both quick and highly spe- 
cific. 

“We expedite the entire 
recruiting process for the 
recruiter," he explains. “We 
bring candidates and corpo- 
rations together and offer an 
online interviewing experi- 
ence where corporations can 
screen and qualify candi- 
dates. And they do all these 
things ahead of [a 
face-to-face interview]. They 
don’t have to do it by fax 
and by looking at paper 
resumes." 

CareerBridge has concen- 
trated solely on the high 
technology industry. This 
sector is already a strong 
user of the Internet and a 
place where both employers 
and job seekers would expect 
to be able to connect 
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Cost-savings 

Mr Morisette says, how- 
ever, that tt is not just about 
building big databases. He 
says that when its database 
pulls up a list of job seekers 
for a given position, Career- 
Bridge looks at them and 
applies “human filters” to 
make sure they are really 
appropriate to recommend to 
the employer. 

“The entire value proposi- 
tion is speed and it provides 
significant cost-savings,” Mr 
Morissette says. 

CareerBridge has been in 
business for 17 months, and. 
over the past half year has 
found demand rising steeply 
for what Mr Morissette calls 
“e-cruitxneat” and that the 
speed of job fulfilment varies 
widely depending on the job 
being offered and how 
well-known the company is. 

In fact, he suggests the 
biggest challenge lies in get- 
ting the right job candidates 
to visit the CareerBridge site 

- not in getting blue-chip 
companies to post their posi- 
tions. 

“What candidates are 
looking for is as much infor- 
mation as possible," says Mr 
Morissette. “This provides 
them with a way of doing so 

- and its all part of the pack- 
age. We also do lots of Inter- 
net advertising - with 'ban- 
ner advertising* on some 
sites, in newsgroups and so 
on.” 

Mr Morissette says that 
CareerBridge's 75 corporate 
customers are not only using 
the site to find engineers and 
programmers, they are also 
finding staff from adminis- 
trative assistants to market- 
ing experts. 

“The big thing is that if 
offers access to the "hidden 
job market* - there are jobs 
that it would have tradition- 
ally been difficult to find out 
about," he adds. 

Hie final issue for many 
employers in using all forms 
of Internet-based recruit- 
ment is that it is “geogra- 
phy-neutral”. In other words, 
by listing jobs on a Web site, 
you automatically open 
them up to prospects all over 
the world in a way that it 
either difficult or very 
expensive to do in any other 
medium. Particularly in high 
technology, where it is 
easier to make a case for 
work-related visas for quali- 
fied individuals, the ability 
to reach a global pool of job 
seekers can be a real attrac- 
tion. 


Space Bnfc London chadran at Sullvan Primary School check their e-man from NASA and space station Mr. 

‘Net Days’ help to 
online education 



There is a long 
way to go before 
US students gain 
the best benefits 
from the Web 


o 


ver the last two 
years, there bas been, 
a large increase in 
the number of US schools 
that have connected at least 
some computers to the Inter- 
net However, these schools 
have a long way to go in 
making good use of the Net 
in the classroom. 

More schools are wired to 
the Internet thanks in part 
to John Cage, a senior execu- 
tive at US computer com- 
pany Sun Microsystems. Mr 
Cage conceived tire idea of 
Net Day - a day when volun- 
teers are encouraged to con- 
verge on local schools and 
help wire classrooms to a 
central hub so as to assist in 
the hooking up of the Inter- 
net 

High technology compa- 
nies have been involved in 
Net Days across the US, vol- 
unteering staff and equip- 
ment 

The project also received 
support from the White 
House - president Bill Clin- 
ton, and A1 Gore, the vice 
president promoted the idea. 
The two used the opportu- 
nity for a photo shoot don- 
ning hard hats and carrying 
rolls of telephone wire at a 
local schooL 

There have now been 
three national Net Days, in 
October 1997 and in April 
and October of this year. 

The first Net Day helped 
to wire about 4,000 schools 
and involved more than 
100,000 volunteers. The latest 
Net Day. however, showed a 
loss of momentum. Fewer 
volunteers showed up and 
some leading corporate spon- 
sors dropped out 


The wiring of schools is 
only part of the process. 
Many schools now have wir- 
ing in place but are waiting 
for funds to complete the 
job. 

The Telecommunications 
Act, passed last year, 
includes the E-Rate program 
which, will make available 
yg sfi hn to help connect more 
schools to the Internet. 

Net Day and government 
funding such as E-Rate focus 
on increasing the number of 
computers in the classroom 
and connecting flwm to the 
Internet The implication is 
that tbia increase will fur- 
ther the quality of educa- 
tion. 

There is a growing realisa- 
tion that throwing technol- 
ogy into the classroom is not 
the answer. Unless teachers 
receive the training and sup- 
port they need to make the 
most of the technology, the 
rest is a waste of time and 
money. According to a sur- 
vey earlier this year. 5 per 
cent of US schools that are 
wired to the Internet have 
not made it available to stu- 
dents in any way. 

More than 43 per cent offer 
just one personal computer 
connected to the Internet in 
a central media centre. Obvi- 
ously, tiie Internet is stQl for 
from being a key educational 
tool. 

These low rates of Internet 
use are partly a result of 
unequal investment in com- 
puter technologies by US 
states and. the lack of 
teacher training. 

A recent survey by the US 
publication Education Week, 
found that various US states 
spend between 3 and 15 per 
cent of their educational 
budgets on t eache r training. 
Educational experts recom- 
mend at least a 30 per cent 
level. 

As many businesses know, 
supplying staff with comput- 


ers and an Internet connec- 
tion also requires good tech- 
nical support 

When teachers run into 
problems with PCs net- 
works. they are often forced 
to abandon them until they 
can find the tima, or acquire 
the skills, to fix common 
problems. 

The Education Week sur- 
vey also found that teachers 
in California, New York and 
Massachusetts - states 
known for their buoyant 
high tech industries - have 
some of the nation’s lowest 
percentages of teachers 
trained to use computers 
and the Internet, and the 
lowest numbers of comput- 
ers in classrooms. 

Some Silicon Valley com- 
panies in California have 
announced teacher training 
grants to schools and offer 
free and/or low-priced equip- 
ment. . 

.fi fripmfl' h Mr National Semi- 
conductor. for example, 
recently announced a three 
year grant programme of 
to help train teachers 
and provide them with the 
support they need. 

“Our goal is to reach as 
many educators as possible, 
as quickly as possible, with 
the information, tools and 
resources they need to har- 
ness the power erf the Inter- 
net, and use it in the class- 
room," says Brian Halla. 
chief execu t ive of National 
Semiconductor. 

California is ranked 45 out 
of 50 states in terms of num- 
ber of computers in the 
classroom. Peter Wilson, Cal- 
ifornia's governor, 
announced in October a $lbn 
four-year programme to help 
train teachers and buy more 
computers. 

In spite of California’s low 
national ranking there are 
some bright spots. IBM is 
involved in a showcase proj- 
ect dubbed the New Technol- 


ogy High SchooL Located in 
California’s wine growing 
region of Napa Valley, an old 
elementary school has been 
refurbished to lock like a Sil- 
icon Valley start-up com- 
pany, with glass partitioned 
classrooms and students 
using the latest IBM comput- 
ers and networking technol- 
ogies. 

The Idea is to provide 
about 200 students with the 
same tools they would use in 
a business environment. 
Because IBM is the lead 
sponsor, students learn to 
use the IBM Notes group- 
ware application. 

Teachers at the school 
report that email from stu- 
dents allows them to deal 
with many questions in a 
shorter and adminis- 
trative tasks such as record- 
ing absences are dealt with 
more quickly. 

“Without Notes, I could 
have spent tire’ whole day in 
meetings with 20 students 
even flmng fa all their issues 
could easily be resolved elec- 
tronically," says Robert 
Nolan, school director. 
“Now, when we meet face to 
face, it's about important 
issues.”. .. 

Teachers at the school also 
report that the technology 
enables them to spend more 
time with students, develop- 
ing closer relationships. 

The New Technology High 
School offers other schools 
valuable lessons on the best 
ways to use technologies. 

But such showcase pro- 
jects bear little resemblance 
to the realities of daily life at 
many US schools. Just as 
access to computer technolo- 
gies in the home is divided 
along socioeconomic lines, 
such can be said for schools. 

And increasing the 
amount of computer technol- 
ogies in the class room win 
do little to solve fundamen- 
tal educational problems. 


EUROPEAN DEVELOPMENTS • By Alan Stewart 


Hungarians set the pace 


Venture 

capital 


From previous page: 

“We have never made a loss, 
but because we have pru- 
dently written off our soft- 
ware development instead of 
capitalising it, as many do, 
our growth has been lacklus- 
tre so far.” says Mr Wil- 
liams. “Bat that does not 
mean the prospects are not 
good. The difficulty is in per- 
suading investors to back us 
on this basis.” 

Venture capitalists have 
said they would consider 
investing in the company 
solely on its future potentiaL 
But to do so. they say, they 
would want to increase their 
share of the equity without 
injecting more capital if the 
business did not perform as 
well as expected. 

This could prove the stum- 
bling block; but Anchor is 
still trying to negotiate a 
deal 

□ Herman Hauser, founder 
of the personal computer 
manufacturer Acorn, recently 
warned that the OK could 
miss the chance to increase 
its role in the global informa- 
tion technology business 
because of a lack of venture 
capital. More investment 
funds were needed to support 
the marketing of new technol- 
ogy products, he says. 


Netd@ys Europe, 
launched in early 
1997, aims to 
create web -savvy 
school children 

t the beginning of 1997 
the European Com- 
mission launched 
Netd(5.ys Europe, inspired by 
a similar US initiative in 
1996. The European pro- 
gramme is designed to raise 
awareness and stimulate 
national initiatives. The first 
set of European Netd@ys 
ran from 15-25 October 1997. 

Cisco Systems’ Mike 
McKeown, a member of the 
Netd/o ys Europe committee, 
describes how Jacques Chi- 
rac, the commission presi- 
dent. is committed to putting 
all of France's 55,000 schools 
on to the internet by the 
year 2000. 

“French secondary schools 
are being connected in large 
projects by regional educa- 
tion authorities,” says Mr 
McKeown, “so NetDay activ- 
ities in France are more 
focused on primary schools." 

Germany's Schulen cuts 
Netz programme has come in 
for criticism from Hans-Olaf 
Henkel, president of the 
Bundesverband der Deut- 
schen Industrie (Confedera- 
tion of German Industry), for 
its modest aim of putting a 
mere 25 per cent of the coun- 
try’s 59.000 schools on to the 
Internet by the year 2000. 
Other countries such as 


Switzerland intend to con- 
nect all their schools by that 
time. 

Italy’s approach is differ- 
ent “A government-funded 
project is networking 10,000 
of its schools, although ini- 
tially for administrative pur- 
poses,” explains Mr 
McKeown. The Spanish pro- 
gramme, like that In the US. 
Is mainly about providing 
the physical infrastructure 
to link schools to the Inter- 
net 

Most of Sweden’s schools, 
on the other hand, already 
have at least one computer 
connected to the Internet 
and are now moving to net- 
worked connections. 

Although most countries 
In Eastern Europe are still at 
the planning stage, a very 
noticeable exception is Hun- 
gary. Mr McKeown describes 
how an L200 Hungarian sec- 
ondary schools are being 
connected up in a large man- 
aged network due for com- 
pletion by Spring 1998. “Hun- 
gary will probably be the 
best-equipped country in the 
whole of Europe," he pre- 
dicts. 

Every school will be net- 
worked, with a minimum trf 
eight computers each. "Hun- 
gary sees this as fundamen- 
tal to Its long-term economic 
competitiveness,” says Mr 
McKeown. “The Hungarian 
government believes the 
country can attract more 
investment with an appro- 
priately skilled and educated 
workforce.” 


UK’s ‘NetYear* to 
begin In January 

In Britain. Tony Blair, the 
prime minister, will launch 
UK NetYear in the new year. 
Net Year will be an initiative 
to help connect all Britain’s 
schools to the Internet Mr 
Blair had said at the Labour 
Party conference at the end 
of September that he wanted 
to make Britain the beet edu- 
cated country in the world. 

UK Net Year's founders are 
Sun Microsy s te m s and Cisco 
Systems, who were behind 
similar NetDay schemes in 
the US, together with ICL. 
the computer company, and 
Telegraph newspapers. The 
four companies have under- 
written a budget of about 
E2m 

“The underlying concept 
of NetYear is to galvanise 
business and community to 
raise money to improve the 
infrastructure In schools,” 
explains ICL’s Alan Teece, a 
member of NetYear ’s 
operations team. 

The project's objectives 
wffi be to raise £10m, and 
connect up 10,000 of the 
26.000 UK schools not 
already cm the Internet 

Early in October the prime 
minister announced funding 
of £l00m for schools. The 
money is Intended to provide 
the latest technology to 
make the most of the gov- 
ernment’s National Grid for 
Learning (NGfL), an Inter- 
net-based network of varied 


educational materials. 

Mr Teece reveals that Mr 
Blair’s £l0Qm is really only 
£50m of government money. 
The rest -the schools will 
have to match with an equal 
amount. UK NetYear will 
hope to provide this match 
funding for schools, and also 
direct funding for disadvan- 
taged, rural, and small 
schools. 

When they register for 
NetYear, schools will receive 
a comprehensive guide and a 
training CD-Rom including a 
number of educationally 
related Web sites. Schools 
will therefore be able to try 
out the Internet for teaching 
and learning purposes with- 
out first having to be online. 

NetYear Is underpinned by 
a fivestep model. “At level 
one, you have a single PC 
with a dial-up Internet 
account,” explains Mr Teece, 
“At level two. a network 
around your schooL so you 
can share resources, and at 
level three an intranrt. using 
Internet technologies inside 
the schooL" 

Level four sees schools 
using the Internet itself as a 
resource for teaching and 
learning. And level five 
includes community aocess 
for parents, homework dubs 
and teachers. Schools are 
being asked to assess where 
they are on the model now, 
and where they would like to 
be as a result or NetYear. 
The schools have to assess 

Turn to feeing page 
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School 

links up 

with 

space 

station 

Mir 


When a parent casually 
remarked to the head 
teacher at her son’s school 
that the boy’s godfather was 
an astronant, the head 
teacher was intrigued. 

But when the parent also 
added that the man in space 

- Dr Mike Foale. the British- 
born space shuttle astronant 

- was then spending more 
than four months aboard 
the Russian space station, 
Mir, and that he was keen to 
use e-mail as a way to keep 
in tonch with those back on 
earth - then the head 
teacher, Tim Rome, saw a 
great educational opportu- 
nity. 

Why not, he thought, get 
Mike Foale’s godson - Adam 
Fazakerley - and other 
pupils to produce questions 
which could then be sent to 
Mir. via tiie Internet? 

The questions would go to 
Nasa and then be beamed 
into space. Answers would 
travel back by the same 
route. 

Tim Rome is head teacher 
of Sulivan Primary School, 
in Fulham, south-west Lon- 
don. The school has nine 
full-time staff and 275 
pupils, aged from three to 
11. The pupils come from a 
wide range of backgrounds, 
and IT plays a key role in 
the school - pupils can use a 
growing CD-Rom library, 
and the leaders enter their 
pupils* records directly on to 
a computer network. The 
school also uses an elec- 
tronic registration system. 

To make the space link 
possible, Sulivan school was 
provided with a multimedia 
computer that could access 
the Internet and British 
Telecom’s ‘Campus World’ 
educational online services. 

Smal l groups of children 
aged eight to 10 used the 
Internet as part of the space 
project. They explored 
Nasa’s home page, down- 
loaded images from the Hub- 
ble space telescope, watched 
live video clips sent directly 
from inside Mir, and from 
the Nasa control room. 

Safe return 

Large amounts of inform*, 
tion were collected about 
the space shuttle and the 
ro le o f Mike Foale - who 
returned safely to earth in 
September. 

Pupils (pictured above) 
had received daily updates 
about life on board Mir. 
Much of this was printed 
out and shared with the 
entire class. “It really cap- 
tured the children’s imagi- 
nation,” says Mr Rome. 

Meanwhile, other groups 
of children have been using 
the Internet for a project on 
the ancient Egyptians - and 
have even taken a ‘virtual 
tour’ around the Cairo 
Museum web site, exploring 
galleries and studying arte- 
facts. 

CampusWorld has also 
proved useful In enabling 
various schools to keep in 
touch with each other, says 
Mr Rome. “You can get 
information about projects 
that other schools are doing 
and this has allowed us to 
Share our experiences. 

“T eachers can also use the 
syrtmn for lesson planning 
and developing courses,” he 
adds. 

“With facilities like these 
w * re nor restricted to the 

We can 

go anywhere in the world - 
not to mention a space sta- 
tion circling thousands 
miles above the earth - ** 

Michael Wiltshire 
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Companies are 
supporting the 
NetYear launch. 
But is the plan 
really viable? 

T he promise by Tony 
Blair, the UK prime 
minister, to connect 
every school to the Internet 
by 2002 won widespread sop- 
port - btrt raised some eye- 
brows as to how the target 
would be achieved within 
five years. 

Despite the prime minis- 
ter's pledge of £iOQm to the 
project, critics pointed to the 
fact that only 6,000 of the 
country’s 33,000 schools are 
currently connected. 

Nevetherless, an impres- 
sive array of industry sup- 
port was mustered to give 
the proposals a high-profile 
launch. 

Among these, Oftel, the 
telecommunications watch- 
dog. said it agreed with Brit- 
ish Telecommunications to 
offer schools high-capacity 
internet access for £730 per 
year,- with fine connection. 
This would give schools 10 
hours of connection per 
school day. up from the pre- 
vious modest three hours a 
day. BT will also offer unlim- 
ited phone access to the Net 
for £445 a year. 

Others enlisted for support 
included. Bill Gates, the bil- 
lionaire chairman of Micro- 
soft, who said he would be 
an adviser to the internet 
schools project 
In addition, some £120m in 
national lottery cash has 
been earmarked to train the 
500,000 teachers in the neces- 
sary high-technology skills 
required to implement the 
five-year plan. By 2002. 
about 75 per cent of teachers 
and 50 per cent of pupils 
should be able to use then- 
own e-mail addresses. 

Another development has 
been the decision by Chris 
Smith, the heritage secretary 
to plough £750m into con- 
necting libraries by 2002. 
The bulk of the pounds 


investment will go towards 
the development of network 
infrastructure. 

Spread over seven years, 
this includes £i92m for the 
purchase of computer hard- 
ware, such as terminals and 
printers. 

The cost of setting up a 
public library network is 
estimated at 2172m, while a 
further £228m is recom- 
mended for the set up and 
upgrade of local IT net- 
works. 

The basis of the schools 
project is to create a 
National Grid For Learning. 
Some envisage this , taking 
the shape of a mini-internet 
for the country's educational 
establishment This would 
be a network linking 
Britain’s 33,000 schools, 500 
colleges, 360 other educa- 
tional mstttutionsjiflfid 4,500 
public libraries. 

However, the govern- 
ment’s advisory paper on the 
NGL taHtft of a “mosaic of 
interconnecting networks", 
rather than a dedicated sys- 
tem. A prototype grid is due 
to be set up within the next 
12 months. 

The nucleus of the grid 
will be a “virtual teacher 
centre" housing the latest 
thinking on teaching meth- 
ods, facilitating links with 
leading web sites and provid- 
ing space for online discus- 
sions by teachers and school 
administratore. • 

Microsoft has agreed to 
work with BT and EM, the 
leading supplier of informa- 
tion technology to British 
schools, to design a centre in 
consultation with govern- 
ment 

The first stage of NGL will 
be officially launched in the 
new year with UK NetYear, 
a 12-month industry initia- 
tive aimed at helping the 
government meet its inter- 
net target (See report on fac- 
ing page.) 

“This is the first wave of 
national activity which we 
behave will result in 50 per 
cent of schools being con- 
nected to the net by the end 
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the cost of achieving that 
step, put a plan in place, and 
start raising money. 

“Hopefully, by the first 
NetDay in June 199S, theyTl 
have achieved that" says Mr 
Teece, “and NetDay itself 
will be a celebration of 
what's happened." 

NetDay two will be in 
October 1998. in- line with 
the European Union's 
NetDfgys programme. UK 
NetYear will continue until 
it has achieved its objec- 
tives, with ICL having 
already underwritten three 
years of funding. 

But will the government 
hijack NetYear? “We always 
wanted it to be seen as part 
of their initiatives," 
responds Mr Teece. “The 
government sees this as fit- 
ting in perfectly with both 
the National Grid for Learn- 
ing and also teacher train- 
ing." 

The Teacher Training 
Agency plans to retrain all 
450,000 teachers in the use of 
TT, starting in 1999. Between 
Eiaom and £3QGm from the 
Lottery New Opportunities 
Fund has been allocated for 
this purpose. „ _ 

The telecommunications 

regulator Oftel recently gave 
the go-ahead to British Tele- 


com's charging proposals for 
connecting schools to the 
Internet. Cable companies 
are charging schools £600 a 
year for an ISDN connection 
together with Internet 
access, while BT*s offer is 
£790 a year for ISDN, with no 
Internet access. 

A networked Internet con- 
nection over ISDN costs 
around £2^00 a year, points 
out Mr Teece, making the 
real cost of a BT connection 
about £3,300 a year. Little 
wonder that Oftel found 
BTs offer was not anti-com- 
petitive. The Teachers Train- 
ing Agency is about to pub- 
lish a new curriculum, 
which will take effect from 
September 1998- ■ 

“People graduating in 
teaching Qualifications will 
have in be competent in IT 
in the classroom," says Mr 
Teece. “At the moment 
teachers have often had only 
half a day of IT training." 

The jigsaw 

But is the government 
doing as much as it should 
be? 

“In contrast to the last 
government, it is doing a 
lot," says Mr Teece. "To put 
the pieces of the jigsaw 
together, you’ve got schools 
and the National Grid for 


Learning. Then there’s fur- 
ther education and the Gov- 
ernment’s Lifelong Learning 
white paper." 

The Dearing review and 
the government’s proposed 
University for Industry will 
impact further and higher 
education, which will com- 
pete for the chance to pro- 
vide the UFL as will the 
Open University. There are 
also forthcoming library ini- 
tiatives and teacher training. 
The big missing links are 
qualifications , and inspection 
standards. 

“When it comes- to IT, 
most inspectors don't know 
what they’re inspecting, " 
maintains Mr Teece. 

“If IT doesn't add any 
value in terms of the qualifi- 
cations and standards pro- 
cess. there’ll be no incentive 
for schools to use ft, rather 
the reverse.” 

The challenge for govern- 
ment is to avoid a host of 
replications, says Mr Teece. 
He believes that with coor- 
dination and an overall proj- 
ect plan, the various initia- 
tives could become a 
successful national strategy. 

Perhaps then Britain's 
education system really 
could become the “beacon to 
the world" that Mr Blair 
aspired to in bis conference 
speech. - 


Fast track to online learning 


Network tenninals for schools, 
libraries and universities also link up 
with homes in the wider community 


of the UK NetYear's pro- 
gramme," says David Wfrn- 
press, chairman of UK 
NetYear and managing 
director of ICL's education 
pnd consumer division. 

He adds that “teachers by 
and large are not FT-liter- 
aie", so the project will also 
aim to train a “very substan- 
tial number of teachers in 
using the internet as a teach- 
ing resource". 

But with a budget of just 
ram, put up by sponsors ICL, 
BT, Cisco, Sun Micros y stems 
and the Telegraph Group, 
UK NetYear must seek other 
contributors if it is to hit its 
ambitious targets. 

Indeed, it is not just the 
connection and the cost of 
running Internet services 
that cause concerns among 
some in the cash-strapped 
education services; It .is-' also 
the cost of buying computers 
and other associated equip- 
ment 

"Financing is potentially a 
big barrier,” admits Mr Wim- 
press. But he says that mak- 
ing teachers and pupils 
aware of the value of the 
Internet even on a small 
scale would, be “enormously 
beneficial”. 

UK NetYear sponsors are 
paying for the first CDRom 
teaching pack, which will be 
issued this year. Funding for 
an advanced teaching pro- 
gramme and other curricu- 
lum activities is being 
sought 

Mr Wlmpress said he was 
“cautiously optimistic" that 
the programme would hit its 
targets. 

He believes the momen- 
tum for change that has 
developed wifi be key to this. 
“The last six months have 
seen an evolution torn into a 
revolution - the activity has 
been quite breathtaking. 
Before we had pilot pro- 
grammes which were quite 
valuable, but now we have a 
government which is serious 
about what it wants to do in 
the educational arena - and 
is putting some resources 
behind it” 


A Cambridge secondary 
school, with 1,450 
pupils, has launched a 
model in the UK for online 
learning in the home, school 
and extended community. 

Netherhall School is seen 
as the flagship for online 
education in the UK. Nether- 
ball has been working for is 
months on the blueprint for 
its online programme, devel- 
oping the tools and commu- 
nication infrastructure to 
promote greater use of IT in 
the school and local homes. 

Central to the project is 
tile adoption of low-cost net- 
work-orientated computers 
(NoCs), a type of network 
computer (NC) which has 
wider applications than an 
ordinary NC. 

The Cambridge-based com- 
pany, DOT Matrix is supply- 
ing the 'DOT' system, a plug- 
in-and-play set-top box to the 
Netherhall programme, pro- 
viding access to Internet and 
intranet services. 

Ken. Hunter, headmaster 
of Netherhall School, 
believes that “schools at the 
leading edge of IT must 
‘make real' the vision of pro- 
viding education communi- 
ty-wide. We have made this 
happen." 

Alistair Wells, bead of IT 
at the school - and the 
architect of the online model 
- says DOT terminals offer 


“an exciting future for infor- 
mation access. ..and giving 
access to resources in the 
home is key to online learn- 
ing. The home is where stu- 
dents and parents have time 
for research that is not avail- 
able in school” 

Among the features of the 
NoC is a secure electronic 
cash system. These termi- 
nals will also be offered to 
parents of pupils at the 
school The m-seftooi equip- 
ment is funded through 
industry, and will be avail- 
able to home-users at low 
cost 

Since October, the school's 
web site (www. neth erholL 
cambs.sch.uk ), has been 
receiving more than 5,000 
■hits' a week. The school has 
also taken part in the Euro- 
pean Union's ‘Socrates' mail- 
box project for the past 18 
months, which explores the 
use of electronic mail in edu- 
cation. 

DOT Matrix is expected to 
announce an innovative 
finance scheme for the sys- 
tem in the next few weeks. 
The scheme also allows 
schools to develop revenue 
streams via the DOT termi- 
nals. based on the system’s 
smartcard capabilities. 

IT-related educational 
developments by Netherhall 
School include; 

□ Online work experience. 



P rofwaa r Stephan Mofynoux of the University of WotvMtwmpton: 
the driving force behind the Broadnet online project 


□ Direct links to high 
quality curriculum content 
cm the Internet 

C Smartcard protection 
from undesirable sites, as 
well as control for parents 
over the level of access to 
the Internet. 

□ Curriculum resources 
for online learning. 

□ Access to the Net for all 
pupils in school and via low- 
cost hardware in the home. 

□ The involvement of 
local homes with online 
learning by encouraging the 
involvement of parents with 
special skills and expertise. 

□ The integration of local 



Royal link-up; Princess Margaret goes onfae with pupils at Princess Margaret Free School ki Windsor 




Web address could be: 

www. lookmumwe’re 
ontheinternet. org 


Parents are 
wondering how 
far their children 
will use the Web 
merely for play 

T he fanfare surround- 
ing the forthcoming 
launch of NetYear in 
the UK - a programme that 
would Hnb every school in 
the country to the Internet 
within five years - may be 
somewhat muted by the find- 
ings of a report on The Brit- 
ish and Technologies. 

The third annual study by 
chip maker Motorola showed 
that about two-thirds of par- 
ents felt computers were pre- 
venting children from, devel- 
oping social skills. Four out 
of five parents were con- 
cerned that the equipment 
was being used primarily for 
playing games. 

While this might well rep- 
resent a generation gap - 
with parents' fears arising 
from their own luifamfliarity 
with the technology - the 
rapid growth of the Net in 
British homes (about 960,000 
are now online, according to 
research by NOP) should 
help smooth the way for 
anyone interested in making 
the most of the technolcsfoal 

opportunities. 

With the growth of online 
resources, there Is caution 
that a consequence could be 
a drop-off in demand for con- 
ventional educational prod- 
ucts. James Arnold-Baker, 
chief executive of Oxford 
University Press, says that 
the UK is not providing its 
children with adequate 
books. 

“I often go out with OUP 
sales reps," he says. ‘'Sec- 
ondary schools used to buy a 
class-eet of textbooks. Then 
they began to buy half a 
class-set Often nowadays 
it's ft quarter class-cat" 

But in terms of computer 
penetration into the class- 
room, he observes that “the 
UK is not disadvantaged", . 

la the US, the educational 
community at all levels has 
long taken advantage of the 
net for adding functionality 
to activities such as dis- 
tance-learning and library 
reservations. 

The US National Educa- 


tion Association 
{www.nea.org) believes that 
technology in the educa- 
tional process “improves the 
learning opportunities for 
students, improves the qual- 
ity of Instruction and 
improves the effectiveness of 
educational employees". 

The association argues 
that education employees 
“must have access to neces- 
sary technology for manag- 
ing and advancing instruc- 
tion''. 

“Such technology must be 
compatible with and on at 
least the same level as tech- 
nology in general use out- 
side education.” 

For individual users, a 
n umb er of newsgroups such 
as mfsc education host lively 
general debates around a 
specific subject. You can 
usually zero in and find ones 

Teachers 
need to have 
the tools and 
resources to 
use technology 
effectively/ 

that concentrate on your 
geographical area or subject 
specialisation. 

The magazine Education 
Week cm the web (tounaed- 
week.org) is an example of 
an information source that is 
genuinely useful to the prac- 
titioner. It prompts submis- 
sion from readers In its 

nnlhiP forum. 

Any of the World Wide 
Web’s general search 
engines will have an educa- 
tion section or will point yon 
in the general direction of 
collated lists of specific 
links, like most other gen- 
eral topics, they will be 
heavily weighted towards US 
users. 

In both Britain and the 
US. telecommunication com- 
panies, Internet service pro- 
viders and software compa- 
nies have been quick to see 
the advantages of catering to 
a growing educational mar- 
ket online. 

BT’s Home Campos 
(www.campus.bt.com), in 
addition to providing online 


resources to support the 
national curriculum, demon- 
strates, the company says, a 
commitment to “lifelong 
learning”- The service is tar- 
geted at families with chil- 
dren between 6 and 16 and 
costs about £5 a month. 

Subscribers to Virgin Net 
(uacno.impm.ned can access 
its Education Zone, which 
offers a wide range of 
national curriculum 
resources as weD as revision 
guides and career advice. 

In the US, AT&T's Learn- 
ing Network (iDiiao.oft.com/ 
leamingnetwork ) was 
launched in 1995 and is a 
“$l50m commitment to sup- 
port teacher training and 
learning through innovative 
uses of technology". 

Last month, the service 
won a national award from 
the Educational Technology 
and Telecommunications 
Markets Conference 
(EdNET). 

Joan Fenwick, director of 
the Learning Network, said: 
“A core belief of the AT&T 
Learning Network is that 
teachers need to have the 
tools and support resources 
to use technology effec- 
tively. w 

Amid the scramble for 
educational screen time, tra- 
ditional providers of learn- 
ing resources have sot been 
slow to adapt to the new 
environment Encyclopedia 
Britannica (tnuMs.eh.com), the 
229-year-old publisher, is 
seeking to compete against 
CD-Rom encyclopedias by 
augmenting its traditional 
product with a search engine 
which ranks 65,000 educa- 
tionally valuable web sites 
chosen by a team of 25 edi- 
tors. 

For US high school stu- 
dents choosing a degree 
course, there are a number 
of lists of educational estab- 
lishments, most of which 
will detail courses on offer 
and names of instructors cm 
the faculty. 

On the more unusual - 
but entertaining - side, 
there is a site called Campus 
Tours {www. campus- 
untrs.com). It has, as Its 
name suggests, a collection 
of virtual tours of US college 
campuses, enhanced by a 
number of 'Webcams 1 show- 
ing live pictures. 


schools covering a wide age- 
range from primary to sixth 
form. 

University for 
Industry 

Network-oriented termi- 
nals from DOT Matrix have 
also been selected as the 
low-cost delivery system for 
Broadnet - an initiative led 
by the University of Wolver- 
hampton. the UK’s third- 
largest university, to deliver 
'distance learning’ in the 
Midlands. 

The trial, which has a stra- 
tegic link with a Birming- 
ham city council's IT initia- 
tive, aims to make 1,000 
connections with business, 
libraries, students and other 
local authority sites by the 
end of 1998. Following these 
trials, the network may be 
extended to more than 
165,000 cabled sites through- 
out the Midlands. 

The Broadnet project is a 
partnership between Tele- 
west Communications, ICL 
and IBM and includes more 
than £2.4m in funding from 
the European Regional 
Development Fond. 

Professor Stephen Moly- 
neux of Wolverhampton Uni- 
versity, says the project 
reflects the government's 
commitment to provide a 
University for Industry. 

“Distance learning is a key 


fatality which we're provid- 
ing, but it's by no means the 
only service." he says. “The 
trial video-on-demand server 

can deliver up to 2.000 simul- 
taneous, full-speed, interac- 
tive programmes - and we'll 
be using this to offer learn- 
ing, information, directories, 
plus access to the Internet." 

The Broadnet project is 
delivering video and training 
materials on-demand across 
an ATM network to PCs at 
strategic points, as well as to 
pn yiH businesses. 

Prof Molyneux says: "We 
can add new services and 
features for users from a 
central point And because 
each user can have a smart- 
card, they can - in theory - 
use it at any DOT box to 
access their own personal 
services, at home, at the 
library or at work." 

□ Prof. Stephen Molyneux is 
on e-mail: S. SSoly- 
neux^wlv. ac.uk 

□ DOT Mo nix is a UK- 
based company , headed by 
Martgn Gilbert, formerly of 
Acorn Computers and project 
leader of the BBC Master 
microco mp uter - still widely 
employed in primary schools. 

□ More details on the 
Cambridge and Midlands 
projects are available from 
Steve Livingstone on steu- 
ehwdot-maxrix.co.uk 

Companies 
support Project 
Connect 

Thirty companies from the 
information and communica- 
tions industries in the UK 
are involved in the supply of 
cable and software to sup- 
port a nationwide schwwg to 
provide schools with the lat- 
est IT networks. 

Princess Margaret Free 
School at Windsor recently 
hosted a reception attended 
by Princess Margaret to 
thank the supplier compa- 
nies which include Anixter, 
Netscape, Oracle and Lucent 
Technologies. The Systimax 
cabling infrastructure that 
forms the backbone for the 
network is provided through 
the Lucent Foundation 
which supports various phil- 
anthropic projects. The 
Lucent web site can be 
found at http:llwww.lv- 
centcom 


X 


On the other side, 
it has the production 
capacity of a 
high-end copier. 



Gu parity to oHsrl ami collate 
pus Ilian Maplinp 
10 bin mailbox 


The new Xerox UocuPrint NT2 laser 
printer gives you ‘oul of the box’ connectivity 
to your network. It prints ai a blazing speed or 
32 pages a minute (two sided as Tost as 15 
pages a minute), making it toe Tastesl network 
prinler in ils class. Plus, il has ihe finishing of 
a high-end ropier, toil can send multiple sets 
directly From your PC to roliale and slaple in 
one or 5 different positions* or output In one of 
the 10 bins of the mailbox for easy retrieval. 

The DocuPrim N32 also comes with 
Free Xerox PrinierMap software, allowing you 
to proactively manage ail your network 
primers 1 - no mailer whal brand. Alt this. For 
the price of a regular network prinler. For 
more information, please rail your local Xerox 
office or visit wwwjkerox.nelworkprinters.com 

"triefnH andJabir fmm. 'XX WPtaUy. \nurund UoeuMnt .V 12 
urr inidmuirt,v \Eftfl\- 

the document company 
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A case of ‘all work 
and some play* 


It’s a war out there in the 
international games market. As with 
any battle, there are winners, losers 
and more than a few casualties for 
investors, reports Philip Manchester 


T he world-wide games 
market has always 
been a war zone. Since 
the early 1980s when the 
first computer games 
systems came to market, 
games platform vendors and 
software developers have 
competed ruthlessly to domi- 
nate the market. 

There have been many 
casualties - horn early pio- 
neers like Commodore and 
Atari - to more recent losers 
like Entertainment On-Line 


tainment industry. 

According to EDC. 199? 
sees the first skirmish com- 
ing from the new wave of 
64-bit chip based consoles 
from Nintendo and Pana- 
sonic. Sales of these 
advanced machines are 
expected to equal their 
smaller, 32-bit brothers over 
the next 18 months. But the 
growth of the personal com- 
puter in the home market - 
together with new potential 
competitors such as the net- 



(E-on) which went out of work computer and TV set- 
business in October. At the top boxes - adds new dixnen- 


end of the 1990s, advancing 
technology takes this con- 
tinuing war into a new 
phase. 

“The potential for high- 
end video game consoles has 
attracted some well-known 
consumer electronics manu- 
facturers including Sony and 
Panasonic However the fier- 
cest competition may not 
come from within the video 
game hardware industry. 
The real threat to a 
long-standing game console 
industry is the growing com- 
puter market As 3D graph- 
ics and audio hardware 
become commonplace on 
home computers, the 
machines are becoming 
more capable of r unning 
console-type game software,” 
observes Price Waterhouse 
in its 1997 technology fore- 
cast for the electronic enter- 


slons to the games market 

A threat 

The PC in particular poses 
the most significant immedi- 
ate threat to the established 
games console market The 
advances in technology that 
have equipped PCs with mul- 
timedia capabilities and the 
commitment by software 
developers to bring their 
games products to the plat- 
form, put it in a strong posi- 
tion as the do minant games 
platform in the short- to 
medium-term. Most signifi- 
cantly, Microsoft has pro- 
vided a direct interface 
between Windows applica- 
tions and new wave 
three-dimensional graphics 
technology with a variation 
on its Active X technology. 

Called Direct X it grve6 


New directions 

Investment in 
the electronic 
games industry 


games developers a fast stan- 
dard interface to the new 
generation of graphics accel- 
erator chips. “Until recently 
there was no interface for 3D 
on the PC. But Direct X 
changes all this. Without it 
the Windows was too slow 
for games. But when com- 
bined with fast Pentium 
chips and accelerator chips. 
Direct X makes life a lot 
easier for games developers," 
says Hermann Eiden of 
graphics card specialist Dia- 
mond Multimedia. 

“Since the start of this 
year, most PCs have been 
sold with 3D graphics capa- 
bility built in which creates 
a ready market for PC games 
developers. This is interest- 
ing because the market for 
PCs in the office is saturated 
- but not in the games busi- 
ness,” be adds. 


The rise of the . PC as a 
platform for games is being 
pushed by other forces. The 
games console market has a 
radically different business 
model to the PC. While PC 
technology has evolved 
steadily over the last 10 
years, the console industry 
is characterised by sudden 
spurts of development fol- 
lowed by long periods of rel- 
ative stability. 

'“The console industry is 
based on a fixed architec- 
ture. Developers most wring 
every ounce of power out of 
a product before it moves on. 
We are reaching the exiling 
on the current generation erf 
PlayStation, for example. 
The console ' business moves 
in five-year cycles and then 
you get a great leap. You 
had 8-bit consoles, then 16- 
bit, 32-btt and now we are 
moving to 64hh,” explains 
Tan Hetberington, managing 
director of Psygnosis. 

“By contrast the PC is 
characterised by free-format 
evolution. The entry costs 
for research and develop- 
ment are pretty low. It has 
developed exponentially - 
but steadily - for a number 
of years and now it has 
reached a critical point in its 
development,” 

Cost of entry 

It is not only technology 
that is pushing the PC into a 
prominent position in the 
games industry. The low 
cost of entry and the absence 
of any royalty payments to 
manufacturers is encourag- 
ing developers to focus their 
efforts on PC versions of 



New service 
for Net users 


Easa-atasnrigattwi onfkte: Brttannica (http://www_eblQ.cam) has launched an encytopaetfc Web 
navigational accvfce - a gateway to more than 9SJOOO Web atoa selec ted by ft Utamlca editors 


launched thoBritandea Internet 
Quids, a tree Web navigation 

sewW as a gateww to olber 

■' Mbrmatton sources 00 the Met- 
Called Wi-ft covers 65,000 
. Websites: usere search for 
-WbfTTMBton using' 14 topic areas. 
Theafctefidt&Web aSes related to 
this subject, as weB as a Sst of 
' aab-categwfes. 

EHQ fettle next step fri 
Encyclopaedia Britan nica'S quest 
to go electronic. Brttannica 
already offers stmBsr Ms within 
its online vers i on, Brttannica 
Online, which was set up in 1994, 
the first encyctopaecBa to go on 
the Net 

- Irt BrttannJca Online, users can 
efick on to flnks withfri the " 
encyctopeeda and connen to 
other relevant data. 

The BK3 service, however. Wee 
this a step further. It Is solely a 
tree ngvlgaiton service, hetphg 
users to find Information on the 
conterit-packed Internet. 

"Other services turn up hundreds 
of irraJeruarrt Wts^ end thera'eno 
' wayto ten ths good sources *om 

- the questionable ones. 

■Our editors make It easy for 

. usera to quickly locate 
authoritative and useful 
information on thousands of 
topics,* says Joan Julian, vice 
president of online services. 


their products. Developers 
are obliged to pay between 

$5 and $22.60 per unit royalty 
to the platform vendor for 
the privilege of supplying 
their games on traditional 
cartridge-based consoles. 
Inevitably, this pushes up 
production costs and puts 
the console platform out of 
reach for many smaller 
developers. But the PC’s rise 
to prominence in the games 
industry could be cut short 
by other medium-to-long 
term developments in tech- 
nology. 

The growth of the Internet 
and the possibilities offered 
by on-line games through 



(ACTUAL SIZE) 


“...best little PC.” 

-Byte. 4/97, P. Wayner 

“The best of the Windows CE devices.’ 

-fortune. 1997 Technology Ruycn Guide 

“...best of the breed.” 

-PC World, 3/97, Y. Amr 

“Best HPC device.” 

-CNET, 1997 
(ACTUAL QUOTES) 


■g There’s fade reason to exjfgcrme one of the biggest stories in- computing; : 

Vfelo, die handheld PC that's “damn fast," according ro Paperless Office*, 
m Slock yet highly expandable. Veto's connectivity and built-fa' modem I«s ' 
m ■; &X, e-mail and surf the Web instantly, making it “the only one to 

be cammunieariotts-Kady out of the box," says PC Mariner. To learn 
4$ more, visit us at www.velol.com. Row Windows A kywhebe. 


network computers or low- 
cost TV-based systems are 
certain to create another bat> 

tie ground within a few 
years. It is, however,. likely 
to be a while before "this will 
become a serious threat to 
the established industry - as 
Mark Bernstein, former head 
of Entertainment Online 
(E-on), found to his cost 
recently . E-oa aimed to bring' 
online distribution of games 
at low cost to the Internet 
community. Efforts stalled 
in October when the com- 
pany foiled to seal a deal 
with Sega to distribute its 
games software on the Net 
“We set out to bring a 


library of games and educa- 
tional programs to consum- 
ers via the Internet for £5 a 
month - but we were too 
early,” explains Mr Bern- 
stein. “There is a tendency 
far the industry to get car- 
ried away with the possibili- 
ties of technology without 
seeing that consumers are 
'not 1 -ready for it yet. The 
1 same thing has happened 
with video on demand - 
people are happy to try it 
out - but when it comes to 
parting- with their money 
they are not so ready to do 
that yet," he adds. 

Despite the demise of E-on, 
Mr Bernstein still sees a 


great opportunity for tie 
concept in the longer tern 
and is working with Henrnu 
Hauser of Acorn Compute* 
fame to bring new product 
to market. “We have t< 
accept that the development 
of the Internet will be lit 
tend with early -casualties 
because the consumer is not 
willing to pay for services 
yet Online gaming wm hap- 
pen/but it is still a few years 
away yet" 

When it does, it seems 
very likely that it will be 
characterised by the same 
war-like tendencies that 
have coloured the games 
market for the last 10 years. 






Knowing the rules 
of the game 


Home computer users are buying the 
software f beefing up Ihehardwaie, 
and settling down to the Serious 
matter of playing games ; 


W hen a personal 
computer for home 
use is marketed 
strongly an the back of pow- 
erful visual images, the pros- 
pect of playing computer 
games becomes an important 
factor for many -potential 
buyers. Nevertheless, it is 
difficult for manufacturers 
to establish just how far 
hardware sales axe driven by ■ 
game-playing- As Gillian- 
Simpson, consumer products - 
marketing manager at Mit- 
subishi in the UE points out 
It makes no commercial 
sense to box customers in." 

Japan's Mitsubishi has 
recently revamped and 
relaunched its personal com- 
puter product line in the UE 
and Ireland. The -new 
machines, the MS500 and 
MS6Q0 series, cost between 
£L200 and £2£00. 

This Mitsubishi range 
replaces previous equip- 
ment, including the MS6G0, a 
personal computer that was 
promoted on the barns of a 
very strong graphics capabil- 
ity. This attribute could 
mean the 993 was a ttr ac tiv e 
to the design community. 

Given the high price of 
many personal computers 
relative to other electronic 
goods sold into the home 
market, the PC will always 
be portrayed as much more 
than an entertainment 
device. “Consumers won’t 
admit they bought a 
machine just to play games,” 
says Ms Simpson. 

The games fanatic is still 
supported by the revised 
Mitsubishi range, with 
sound quality a big selling 
point' for the new PCs. 

“High quality speakers are 
stxQ an important issue far 
the Customer,” says Ms 
Simpson. The “gaining 
theme" - as she describes it 
- is alive and well in Mitsu- 
bishi’s marketing plans: 
computer games boost PC 
sales. But the world of the 
teenager carrying a Sony- 
Playstation games console 
compared to the home com- 
puter-user who opens up a 
games option after wring - his 
personal finance package, 
are very different scenarios. 
Is it therefore realistic to 
talk in terms of a war 
between the PC and the dedi- 
cated games platform? - 

Indicator 

Diamond Multimedia, a 
1600m US company, pro- 
duces chip sets optimised for 
3D graphics and used in PCs. 
So Diamond’s fortunes might 
be an indicator of the 
weighting of games in PC 


sales. Hermann Ezdem, 
European marketing man- 
ager fob Diamo nd, says it is 
impossible to break down PC 
sales on the basis of demand 
for his ’technology. 

He thinks the arrival of 
the Pentium chip on PCs 
“evened-up the odds, giving 
usees of traditional business 
applications the chance to 
break out into a whole new 
set of games”. But that does 
not mean those customers 
would; have turned to a 
games console as an alterna- 
tive platform. 

Price is a key factor in 
sales of games consoles. The 
best-selhng Sony Playstation 
now retails for £130. This is 
10 per cent of the cost of 
many personal computers. 
But the decline in PCjnidng 
over recent years has nar- 
rowed tixe gap. PCs and 
games consoles are not sell- 
ing head-to-head, but tech- 
nology has allowed the PC to 
confront the games console 
on its home turf, the look- 
and-feel aspect of computer 
entertainment 


Joysticks 


Logitech was founded in 
Switzerland and has grown 
to become a $450m business, 
managed from California. It 
sells sophisticated software 
used In computer-aided 
■design' projects for clients 
like Boeihg. 

The same technology goes 
into Logitech ' peripherals 
such as joysticks for the 
armchair fighter pilot 
playing out a dogfight an a 
PC. Sales of computer joys- 
ticks total $i2Gm worldwide 
with Logitech claiming 26 
per cent of that market with 
products' such as its £99 
Cyberman. 

“This sector is growing at 
30 per cent a year,” says 
Marc Chatel. a Logitech 
senior " vice president. 
"People want to increase the 
realism of their games." 

- Logitech takes this 
demand' .very seriously, it is 
working on ways to deliver 
what the games industry 
terms "force feedback" - 
sensations such as driving a 
vehicle over a particular sur- 
face- The same technology 
that allows games players to 
move Closer to their favour- 
ite fantasy through the 
Cyberman joystick contrib- 
utes to an upmarket mouse 
device. The $600 Magellan is 
used to input data at the 
other- class of Logitech cli- 
ents. the engineering design 
centres at locations such as 
Boeing: 

Mv flhatol has an interest- 


ing view on the impact ol 
games technology. “At Logi- 
tech we believe the PC will 
be the winning platform,” he 
says. But the PC will only 
eclipse the games console by 
evolving into a consumer 
friendly device, he believes 
“People will not want to 
have a separate physicaj 
device in their living 
rooms." 

The set-top box, convert- 
ing the TV into a reception 
device for a variety of ser- 
vices, wifi carry the day for 
PC technology, even if the 
actual computer disappear: 
into an Internet connection. 

Nevertheless, if Mr Chatel 
is right in his opinion, the 
games console has a long 
way to go. Sony has sold 
20m Playstations worldwide 
with production running al 
l.5m units a month. The 
Playstation is Sony’s mosl 
successful product ever. Bui 
Tomb Raider, a games sue 
cess story from Eidos Inter 
active, runs on both the PC 
and the Playstation. Torn! 
Raider has sold around 3u 
copies, and a recent research 
note from Dresdner Klein 
wort Benson recommended 
Eidos shares. Growth in tb< 
PC games industry is esti 
mated at 30 per cent witi 
DEB citing the increasing 
penetration of multimedk 
PCs as a key factor. Eidos i 
coy about the sales of its PC: 
and consoles, but industr: 
sources suggest half of it 
Tomb Raider games are de& 
tined far a Playstation. 

The crossover betweei 
games technology and tbi 
orthodox world of camputinj 
is illustrated by Sllicoi 
Graphics, a $4 bn group tha 
made its namt in engineer 
iog workstations. SG has i 
subsidiary, the Mips Grouf 
that designed the chip arch; 
feature for both the Nir 
tendo 64 and Sony Playsfr 
tion. Bert Zandhuis, Mips 
manager in Europe, point 
out that the same techno 
ogy that runs a $150 game 
console today surfaced in a; 
SG computer costin 
*1004)00 in 1992. “This tect 
nology is coming dow 
really fast," he says. 

The games industry ha 
taken high technology an 
packaged in for a mass ma 
ket. Despite the optimisti 
claims of IT companies, loa< 
ing and manipulating sof 
ware on a PC platform i 
still not as easy as pluggln 
in a games console. The tw 
markets are huge an 
strong. Companies like Mir 
and Logitech are probably j 
a very strong position, filte 
mg developments down out 
games machines. The rjhi 
nomenal sales figures , 
Sony illustrate that the P 
industry is not about | 

22SJ5, ? bituar y °f n 

g am i n e rivals. 
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ELECTRONIC GAMES INDUSTRY 


13 FF-IT 


nv an adventure 


along the way 


It appears that 1998 "will be 'the vear 83 we haTC lmown it in tie 

2™ f “I* ^ the personal S«5 itSSffi 

computer. Specifications are high technology games. But the 

“^torttercartong ^£5£25£ 

competitor for the games console t» cdbom drives and .3D 


M icrosoft would 
probably like to 
forget about 
Adventure. in August 19BL 
Microsoft Adventure, “a rol£ 
■ Paying fantasy game” based 
on Dungeons and Dragons, 
was included in the launch 
of the first IBM Personal 
2 > ^ p ? ter - A 180 introduced 
wtn the launeh was Visicalc 
Aid many other long-foigot- 
f n software packages. The 
operating system was known 
only as DOS. 

/ Adventure was notable 
/because it was, at the time, 
/the only package for the PC 
/purporting to be a game. 
/ “The program allows players 
[ to store the status of two 
' game on a diskette," said the 
blurb. Few rushed out to buy 
it. and the PC was written 
off e arly as a serious plat- 
form for games. The Apple H 
and machines from compa- 
nies like Commodore and 
Atari were a far better bet 
But this is set to change in 
1998. Despite the simple fact 
that the PC was never 
designed as a games 
machine, the specification 
has reached a point where it 
challenges the established 
console market for games. 
More importantly, the speci- 
fication for the PC is becom- 
ing much narrower - giving 
games developers a smaller 


target to aim for. 

“It has been virtually 
i m po ss ible to write a game 
for the whole PC market 
because the range of the 
specification runs from very 
slow, low memory systems 
up to the state of the art 
Pentium IL But next year 
about 100m PCs will be sold 
world-wide - all of them 
with a high enough specifi- 
cation to rain the most 
advanced games. Even if you 
discount half of those as 
business computers, another 
quarter or so far consumers 
whp don't play games, that 
still leaves a market of 15m 
to 20m. That is as bigas the 


consoles market," says fa™ it. So the only barrier is ease 
Hetherington, manag in g 1 of use. Thp pc mar ket n eeds 


director of Psygnosis. 

Founded in 1984, Psygnosis 
nlamiR to be the number one 
entertainment software 
developer in Europe and las 
produced a long string of 
hits, such as T-wnmin^ For- 
mula 1 and Discworld. In 
1993 the company was taken 
over by Sony to develop the 


plug and play. There is a 
perception that it is a diffi- 
cult marirTnft to use and we 
need to simplify it so pur- 
chasers can be sure they 
wont run into problems.” 

The general-purpose 
nature of the PC - together 
with the wide range of 
add-on options - makes it 


software for the PlayStation . prone to problems when 
console - but it still sees the Installing software. "It is 


PC as an important plat- 
form. 

The company is investing 
$5Qm (£29.50m) in PC games 
this year. "We are strong 
advocates of tire PC as a 
gaming platform - but not 


still too difficult for non- 
techy people. Until your 
granny can Just plug it in 
and use it, there will be 
resistance to it as a games 
machine,” echoes Peter Bil- 
otta, European president of 










Players pit wits 
across the globe 


Online games provide mtrigueand . 
fun for more than just the players. 
Software developers, advertisers, and 
others are also learning the rules 


T he MBA Enterprise 
Corps is a programme 
sponsored by 20 busi- 
ness schools in the US. It 
sends MBA graduates out to 
work alongside staff in 
changing and emerging 
economies. 

Michael Simon’s MBA 
from Washington University, 
St Louis, took him to Buda- 
pest and an encounter with 
the computer programming 
community of Hungary. 
Tbday. he is managing direc- 
tor of E-Pub, a company 
with offices in London, New 
York and Budapest and an 
agenda to sell advertising on 
the back of interactive gam- 
ing played through the Inter- 
net 

Interactive gaming means 
allowing members of the 
public to pit their wits 
against each other via the 
medium of large computer 
programs running over eas- 
ily accessible networks. 
Budapest is home to the 
development effort that 
keeps E-Pub in business. Mr 
fflmon claims to have spot- 
ted the commercial potential 
of interactive games back in 
1995. “I saw entertainment 
and games as the new areas 
we could compete in." 

Visitors to E-Pub sites 
such as Trivia Blitz do not 
pay for the pleasure of join- 
ing in a quiz and competing 
against other players fox 
cash prizes. 

E-Pub uses the presence of 
Trivia Blitz on 900 web sites 
to attract advertisers such as 
Sony and British Airways. 
E-Pub claims 40,000 regis- 
tered visitors worldwide and 
says the average player 
stays on the line for 72 min- 
utes. 

Does ifafag a more compli- 
cated medium than the read- 
side billboard have an 
impact an costs for E-Pubs 
customers? Mr Simon insists 
that this is not an expensive 
delivery mechanism. “In 
terms of price it's very much 
in line with the other alter- 
natives. It costs around £20 
pounds per 1.000 audience 
members." He says E-Pub 
can often assess its impact 
through a bounty sy stem. 
"We get a direct bounty from 
the advertiser. Say a player 

sees an advert, clicks on and 
signs up for a m agaz i ne sub- 
scription. We get $5 per 


The demographics of 
E-Pub's audience are estab- 
lished via a registration 
database. Cash prises pro- 
vide an added incentive for 
players to register details on 
their educational back- 


ground and age.. “We only 
show adverts to people who 
want to see tham They have 
to dick on to get the ad.” 
Males over the age of 25 are 
E-Pub's prime base, and the 
decision to open up an 
advertising page means they 
go for different combinations 
of advert Mr Simon believes 
this offers a real consolation 
to prospective advertisers 
concerned about investing 
their image in a sew deliv- 
ery mechanism. “You don’t 
just buy a general audience 
and hope you get a decent 
percentage of hits." 

Online advertising is not a 
pot of gold, yet E-Pub’s reve- 
nue stands at £500,000 and it 
will make a lossthis year. 
Mr Simon thinks a profit 
will appear by the fourth 
quarter of 1997. Software has 
been the prime investment. 
“You are faced with a MI 
year of development before 
the product appears.” He is 


Online games 
emerged from 
university 
computer 
departments 


convinced that online adver- 
tising has a long-term 
future. “Mare GDP is creep- 
ing' into the online world.” , 
Bill Goodland, UK man- 
ager of the business contact 
group at CompuServe, the 
world’s largest online ser- 
vices company with 5.2m 
members, confirms that cus- 
tomer profile is what charac- 
terises advertising in this 
sector. “We have 400.000 UK 
subscribers and 20 per cent 
are in the 25-35 age group. 
That’s the magic age group 
for the games industry,” 
Richard Branson's Virgin 
group of companies has 
expanded out of record 
shops into the airline busi- 
ness and recently took over 
a privatised UK rail fran- 
chise. Virgin Games adver- 
tises on CompuServe, recog- 
nising that its own 
interactive games have to 
hit CompuServe’s subscrib- 
ers. 

Hyperion Systems is UK 
consultancy specialising in 
telecoms and electronic 
cash. Hyperion uses the 
interactive gaming sector as 
a model for other business 
areas that are traditionally 
seen as deserving serious 
attention. 

“Games are a laboratory 
for business technologies," 


says Dave Birch, Hyperion 
director. “Gaming addresses 
business problems such as 
how to collect money from 
people who don't have credit 
cards. Most ctf our clients are 
either banks or telecoms 
companies so this has a 
direct relevance." 

Unisource, a consortium 
comprising AT&T and its 
European partners, is using 
games to test the practicality 
of creating an online infra- 
structure that does not 
require personal compu t ers. 
With the growing recogni- 
tion that set-top boxes will 
draw the Internet down into 
the consumer electronics 
arena, this experiment is sig- 
nificant. Customers with a 
Nokia 9000 personal digital 
assistant and phone combi- 
nation pay Just 40p to down- 
load a computer game. This 
tiny sum is subtracted from 
an electronic cash card 
which is connected to the 
Nokia device. Taking the PC 
out of the equation lowers 
the entry level to new ser- 
vices. 

Online games emerged 
from university computer 
departments where students 
engaged m joint role-playing 

exercises long before today's 
popular technology was 
available. Mark Bernstein 
founded Entertainment 
Online in 1995. He is pushing 

nnTtne gaming into fhi» Eying 

room for a subscription of £5 
a month. With $35m invested 
to date. Entertainment 
Online has 150,000 users. It is 
in the process of acquiring 
the Seaga Channel, which 
uses to deliver «nHne 
facilities. “It's not big busi- 
ness today, but it will be in 
five years time” is Bern- 
stein's verdict. 

Online and interactive 
games are popular. Advertis- 
ers are exploiting this 
vehicle today. Research firm 

Jupiter I V irrm w miralinMS Viac 

investigated this market and 
predicts gaming will account 
for 11 per cent Of all nultrm 
revenues, amounting to 
by 2000. 

But Hyperion Systems 
notes that the simple model 
of games sales plus advertis- 
ing equals revenue might 
not work out Hie number of 
operations ottering online 
gaming could explode, 
undermining the value of 
the existing advertising 
structure. Online gaming 
holds out the promise of a 
huge youth audience, hut in 
this age group payment 
schemes cannot rely on 
credit w»wi< Many potential 
customers don’t hold one. 
Deciding how to charge a 
growing online grrming com- 
munity is the real challenge 
The answer will shape how 
interactive games develop in 
the next century. ! 




been for niche market, low- 
technology games. But the 
PC has evdlved. Windows 95, 
higher speed processors, fas- 
ter CD-ROM drives and .3D 
accelerator chips have 
turned tire PC into a wonder- 
ful platform for gaming," 
says Mr Hetherington. 

He goes on to say that 
games software is the only 
application that really 
stretches the modern PC- 
“We have increased our 
investment in PC games soft- 
ware eightfold this year. 
Rather than being a fraction 
of our investment in con- 
soles - It is now equal” 
Despite this level of commit- 
ment, Mr Hetherington 
acknowledges that there is 
stm some way to go before 
the PC is easy enough to use 
for it to take over from the 
Segas Nmtendos. 

“The technology is up to 


US-owned games company 
Interplay. 

“The problem is that, the 
better the PC gets as plat- 
foam, the mare complicated 
it becomes - especially when 
its comes to graphics. Never- 
theless, I see the PC's future 

in entertainment — it is tak- 
ing from business as the 
mafa application area," Mr 
Bilotta adds. Graphics has 
always been a limiting factor 
on the PC - but no longer. 
The new generation of three 
dimensional (3D) accelerator 
chips - which give the PC 
equal, if not greater, graph- 
ics processing power than 
most consoles - put the PC 
squarely in the frame for 
games developers. 

“There is no doubt that 
the impact of 3D graphics 
chips is making the differ- 
ence. With real 3D you have 
to build a mathematical 
model »thI the min ute you 
start to do it, it is compute 
intensive ” explains Tony 
McCIaren, chief executive of 
graphics hardware specialist 
Videologic. 

“It’s about polygons, poly- 
gons and more polygons. To 
get the graphics quality you 
need to generate as many as 
600,000 polygons a second - 
and then you have light 
thwrn , render them ar>d intro- 
duce texture to get the real- 
ism," he says. 

“All this stuff is eating 
computer power tike crazy. 
But with accelerator chips 
you can leave the PC’s pro- 
cessor to get on with the 
game play. You can do seri- 
ously good graphics on the 
PC now." 
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G-Po&ce, a new game from Psygnosis, a Sony group company, can be played on a PC or a PlayStation. Founded in 1984, Psygnosis 
claims to be ‘number one entertainment software developer in Europe 1 and strongly advocates the PC as a games platform 


The PCs ability to display 
graphics has caught up with 
the console systems, he 
adds. “The frame-rate is 
catching up and the resolu- 
tion is well ahead of the cur- 
rent consoles.” With PC 
technology now comparable 


to console technology, it 
seems likely that it will 
come to dominate the games 
market - until, that is, the 
next generation of console 
systems comes along. The 
PC could also be overtaken 
by a device that combines 


man}' of the functions of the 
PC with a console. 

“TTie new consoles will be 
both PCs and consoles. You 
will be able to surf the Inter- 
net, play CDs and digital 
video disks with st unning 3D 
graphics. And the price 


could be as low as $300.” 
says Mr McCIaren. 

He adds that, with the new 
Microsoft CE operation sys- 
tem, such a device could also 
compete with the so-called 
network computer. But it 
won’t have Adventure on it. 
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T he world is going digi- 
and with it large 
chunks of the tradi- 
tional media and entertain- 
ment industries. But as the 
boundaries between music 
obn and publishing blur and 
aew formats emerge, the 
msfc of creating innovative 
content to feed these digital 
media becomes more chal- 
lenging. 

Each autumn, Frankfurt 
hosts the world’s largest 
publis h in g fair. Much of the 
buzz in recent years has 
come not from books but 
from digital products. The 
mood this year in the Elec- 
tronic Media hall mas more 

subdued with 80 fewer exhib- 
itors than in 1996. “We are 
seeing a weakening in the 
boma of recent years-," says 
Peter Weidhaas, director of 
the Frankfurt Book Fair. 


Boundaries blur between 
various digital media 


The market for CD-Rom titles 
appears to be shrinking as the digital 
versatile disk (DVD) begins its ascent. 
But DVD still faces challenges 


greeted the arrival of digital 
media has faded and 
CD-Bom p ublish ers have suf- 
fered from a glut of lacklus- 
tre titles. 

“T he c onsumer CD-Rom 
industry hag had a rough 
two years,” says Julie 
Schwerin, chairman »nH 
chief executive of US 
research company Infotech. 
“A massive amount of titles 
came into the market and 
could not be absorbed. 1 ' 

Mr Weidh aas says the digi- 
tal downturn is not as bad as 
it might appear and claims 
many publishers at the 


Frankfurt Book Fair have 
stopped promoting their digi- 
tal products on a dedicated 
stand and instead show 
them alongside their tradi- 
tional offerings. 

Digital media are indeed 
entering the mainstream »nit 
the launch of a new film or 
music group is today incom- 
plete without an accompany- 
ing web site, CD-Rom or 
video game. The range of 
media is likely to expand in 
the near future with the 
arrival of Digital Versatile 
Disk technology. Hollywood 
is promoting the technology 
as the modem alternative to 
video cassettes, and the com- 
puter industry sees it as 
replacing CD-Roms. 

As its name suggests, DVD 
can be formatted in different 
ways to handle a variety of 
content. The most important 
of these for the content 
industry are DVD-video, the 
replacement for prerecorded 
video cassettes, and DVD- 


Rom, a higher-capacity 
replacement for the CD-Rom 
in storing commercially pro- 
duced games and software. 

In the US and Japan, the 
first DVD-video titles and 
players are already avail- 
able. The film studios plan 
to launch around 500 titles 
in the US for Christmas. For 
consumers, DVD-video offers 
much better picture and 
sound quality than tape. 
Research conducted for the 
DVD Forum, a consortium of 
hardware manufacturers, 
claims 12m US households 
and 9.8m western Europian 
households are prepared to 
buy a DVD-video player. 
However, DVD-video will not 
arrive in Europe until next 
spring because of delays in 
delivering encoding technol- 
ogy to add multilingual 
soundtracks. 

A bigger problem is a com- 
peting pay-per-view standard 
for video disks, called DIVX, 
announced in September by 


a rival group that includes 
some DVD Forum members. 

The DVD Forum worries 
that customers will buy 
DIVX disks unaware that 
they cannot be played on a 
DVD player - though DVD 
disks will play on a DIVX 
player. 

The controversy comes at 
a critical time tor the new 
media industry. DVD is 
already two years late, 
CD-Rom sales win soon peak 
and pre-recorded video rent- 
als are HprUnmg DVD prom- 
ises to inject new life into 
these mar kets and end the 
“format ware” that confuse 
consumers, fragment the 
market and distract content 
developers. 

DVD is compatible with 
existing audio CDs and CD- 
Roms. DVD-video disks can 
be played on consumer play- 
ers or DVD drives buQt into 
future PCs. “This ability to 
be interchangeable across 
platforms is exceptionally 
important for the success of 
DVD.” says Infotech's Ms 
Schwerin, who went to the 
Frankfurt Book Fair to con- 
vince content providers to 
forget the CD-Rom and 


embrace the greater poten- 
tial of DVD-Rom - the soft- 
ware version of DVD, 

“The money being made in 
the CD-Rom industry is 
being made by the hardware 
manufacturers and the con- 
tent providers are not mak- 
ing nearly as much," she 
says. It does not have to be 
so with DVD-Rom, she 
believes, although publish- 
ers must accept the risk 
inherent in the new format. 

“Until DVD-Rom achieves 
2m to 3m installed drives, 
it's risky to put out titles,” 
she says. 

Infotech predicts 8.5m 
drives will be installed by 
the end of 1996. Some mp^i^ 
companies have already 
adopted the new format Far 
example, Abbey Road Inter- 
active, the new media ana of 
London's famous Abbey 
Road Studios, recently 
installed a DVD-Rom author- 
ing and mastering facility. 

The studios, once used by 
the Beetles, have moved into 
t he multimedia age and as 
well as DVD-Roms cen 
produce DVD -Video. Its first 
title is a Queen pop video - 
and a format called 


/ 




The father' of totavbfcn: tbs Scots Inventor created As world's fast TV pictures in the aariy 1920s 
using a camera butt outof £2 worth of Kink. Today, . td evMon services blanket hie globe 


Enhanced DVD. 

. The latter allows Internet 
lining a nd PC or Macintosh 
files to be included in DVD- 
Video titles. This gives an 
enhanced experience for 
those who play the video 
disk on their computer. 

Content for DVD can be 
created using various multi- 
media authoring tools, such 
as Macromedia Director, 
which costs about $1,000 and 
is today widely used for 
producing CD-Roms and web 
pages. 

Sonic, a specialist software 


house, has developed an all- 
in-one package specifically 
for DVD, called DVD Creator 
Workstation. This software, 
which costs, under $100,000, 
covers a much broader range 
of tasks, such as- video and 
audio encoding and proofing. 
Abbey Road. Interactive 
claims such tools combined 
with the {tail-screen, full-mo- 
tion video capabilities of 
DVD and its superior sound 
quality -open up. a. wealth of 
creative possibilities for con- 


tent providers. 

•^With DVD-Rom, multime- 
dia has finally .grown up,” 
says Fionnuala Duggan, 
director of multimedia ser- 
vices for emi, Abbey Roac's 
parent However, others are 
still waiting for publishers to 
fully exploit the creative 
potential of DVD. 

"So far, the most creative 
part of DVD has been the 
packaging,” - says Ms. 
Schwerin of Infotech. 


Sony's prototype •Pte sma tro n 1 Hat colour television for home use 
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Over 50,000 financial 


executives use Softworld 


are you one of them? 


Softworld addresses the issues 

Over the last seven years Softworld 
has successfully helped thousands of 
senior executives to evaluate, select 
and purchase the right financial 
software for their company. 

Softworld has evolved with the 
market and over two days aims to 
tackle the key issues in this market. 

Take advantage of the winning 
Softworld formula this year 

FREE exhibition 
FREE seminars 
FREE product briefings 
FREE Report & 

Product Directory 

NEW format Masterclass 

telephone 0181 240 5044 
or fax 0181 974 5188 
Or email softirorid@softiiifo.coni 
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•f* >f '*» 


a&y\ Oo \ jXiS 


. "V 

1rr, 6rcj 

)rld ‘ 



-■J 


igroa 


FINANCIAL TIMES WEDNESDAY DECEMBER 3 1997 


MANAGING; INFORMATION 


New hybrid role 
for the IT directoi 
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Nuala Moran looks at the way the IT 
director of a large retail chain 
combines technical knowledge with 
broad business objectives 


T be realisation is dawn- 
ing in the boardroom 
that information tech- 
nology is no longer Just an 
operational tod, but is cen- 
.. tral to business strategy. 

Consequently, the board- 
JOOin door is op ening to a 
new breed - the IT director, 
sometimes called the chief 
information officer. 

The it director has a 
hybrid role - to match an 
understanding of the nuts 
and bolts with the commer- 
cial acumen to apply IT to 
drive - the business forward. 
In IT recruitment terms an 
IT director must be T-shaped 
- combining an in-depth 
technical Knowledge with a 
broad business experience. 
While such animats are rare, 
someone who exemplifies 
the breed is Chris Montag- 
non, director of Information 
Systems at Sainsbury's. the 
UK food and household 
goods chain. Before joining 
in 1591 he held a string of 
financial director posts at 
companies including the 
electrical retailer Rumbe- 
lows, the retail operations of 
the brewer Courage, and the 
computer services division 
of Granada. “My background 
is broader than if I bad spent 
all my life as a pure IT per- 
son," he says. 

“The company expects 
that contribution from its IT 
director. I am seen by col- 
leagues on the one hand as 
the person who makes all 
the mechanics tick, but on 
the other as the person who 
can contribute in a business 
sense to how we’re going to 
move forwards using tech- 
nology." 

In 1997/98 Sainsbury’s will 
spend £165m (5278.85m) on 
IT. with £55m (592.95m) 
going on capital projects. 
This is among the top 10 IT 
budgets in the UK according 
to the market analysts 
Spikes Cavell. 

Retailers in general, and “ r 


supermarkets in particular, 
were among the first to 
tuake an explicit connection 
between information tech- 
nology and business strat- 
egy- A list of the latest devel- 
opments in the sector - 
loyalty cards, home shop- 
ping, in-store banking, self 
scanning - underlines the 
extent to which the fight for 
market share is underpinned 
by IT and not by groceries. 

“The IT spend is becoming 
more and more important, 
because more and more of 
what we do is IT related. 
Previously Z hardly met the 
people from the marketing 
department, now they are 
my main customers,” 
observes Mr Montagnon. 

So how does the IT direc- 
tor bring about the marriage 
of IT strategy and business 
strategy? "What we have is 
an organisation with a 
senior manager reporting to 
me from each section of the 


Managing 

Information 

Were and po the following 
three pages; FT writers 
look at the management 
of n" systems - and, in ' 
par&ular, the changing * •' 
rote of, the ff director 


business. He is there to 
deliver, on a day-to-day hagfe 
the systems to run the busi- 
ness, and also to provoke 
and stimulate debate on how 
IT can be used. Together 
with him I will meet with 
the relevant board director 
to look at the business plan 
for that area.” 

Mr Montagnon 's office In 
Sainsbury’s headquarters in 
Blackfriars, London is not 
deep in the heart of the 750- 
strong IT department but on 
the same floor as his fellow 
departmental directors in 
marketing, customer ser- 
vices, logistics and so on. “I 
know them all and work 
with them. It’s my job to 
understand what their busi- 
ness issues are.” 

For example, Sainsbury’s 
marketing department is 
now focusing on promotions 
to individuals. “My rote is to 
say, if that is what we are 
going to do, these are the 
systems we need to have in 
place.” 

But setting business aims 
and then suggesting ways 
that systems can support 
them is reactive. With tech- 
nology moving so quickly, 
can mean lost opportunity. 

Mr Montagnon agrees. 
“There are of course situa- 
tions where the technology 
leads the business strategy, 
for example in home shop- 
ping. Then you have to be 
more aggressive in saying, 
Look, the technology is now 
available, it has got these 
opportunities, and I think 
you should be making some 
investment" 

Sainsbury's approach to 
new technology is to run 
small trials. For example, 
self scanning started as an 
R&D project to get experi- 
ence of the technology. But 
in marketing terms the com- 
pany soon realised tt could 
be a channel to get messages 
to customers while they are 
shopping. This led to the 
development of scanners 
with radio frequency links to 
customer files held an the 
back office computer. “We 
know abont you at the 
moment you buy the prod- 
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But lr Montagnon 
stresses tut technology can- 
not go odon a limb. “Obvi- 
ously I ned support from 
my bushfss colleagues to 
even do ariaL" 

One a the frustrating 
aspects abut applying IT to 
get an eee on the competi- 
tion is tnt If ft works every- 
one wfllpDow suit “Fart of 
my job iso identify opportu- 
nities were we can be first, 
and alsdvben we aren’t first 
to makjsure we implement 
things p that it Is better. 
Sains biiy’s was not the first 
in the jarket with self scan- 
ning. at it was the first 
with senners with radio fre- 


Swnabuiy's wfli spend £l£Sm on IT systems between 1997-1998 
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quency links." 

The prime example of ZT 
winning market share is in 
loyalty cards. Tesco, the food 
retailer chain, was first to 
adopt them and in so doing 
overtook Sainsbury's as the 
UK's leading food supermar- 
ket chain. On the face of it. 
this looks like a failure of 
Sainsbury’s IT strategy, but 
Mr Montagnon says 
although the technology was 
in place the board chose not 
to use it “There was a gen- 
eral concern that all loyalty 
cards do is act like a dis- 
count on products. It wasn't 
until we saw the impact they 


had on the total volume of 

oar competitors that we real- 
ised we had to join in.” 

“My task then was to help 
the business catch up by 
being the best at exploiting 
the data which loyalty cards 
give us." This involved 
investing in a data ware- 
house to analyse the data 
generated by the cards. 

Sainsbury's has reclaimed 
the initiative with its in- 
store banking service, 
launched earlier this year, 
which already has more that 
half a million customers. 
However. Mr Montagnon , 
says this is not a IT-driven 


initiative. 

"You don't have to be an 
IT person to recognise that if 
all customers ever do is go 
to a bole in the wall to get 
money, use a credit or debit 
card, and occasionally 
instruct their bank to move 
money from one place to 
another you don't need 
bricks and mortar to do it." 

This illustrates that 
advances in strategy do not 
necessarily rely on advan .es 
in technology. "That's why 
from a strategy point ff 
view, it is important to k.-i -u 
looking at what you've ^ -i 
already. I don't persoivi 1 / 





Chris Montagnon, cfirectof of 
fetfonnatkm systems at 
Sainsbury's: one of a new bread 
of IT directors 

come at products such us 
home banking from a tech- 
nology point of view. 1 name 
at them from a systems 
opportunity point ol view." 
For example, self-seamiing 
Linked to a data w.uuIjoua* 
can reveal the order i:t 
which customers f-hnp. and 
the information is then used 
by store designers. 

“My rcspon&ibihtv is ro 
recognise these opportuni- 
ties for using different sols 
of data." 

Business processes: 
changing role for the IT 
department: Page 17 


IN THE PUBLIC SECTOR ■ By Nuala Moran 


Coves to untangle red tape 

>pean governments are supporting private sector IT solutions for public sector projects 


rvfhe public sector across 

■/Europe is seeking to 
-W emulate the corporate 
PCjr's use of Information 
ecbology to become cus- 
oofr focused and efftei ent- 
dec national governments 
lat programmes to support 

pi and has a National 
imtegy for the Develop- 
oat of an Information Sod- 
ft The Netherlands bag the 
yrking plan for the Infor- 
ition Superhighway and 
6 UK supports the Infbr- 
ition Society Initiative, 
ch of these countries aim 

apply IT to improve 
less, cut bureaucracy and 


foster economic develop- 
ment. 

Local government and ser- 
vices such as health and 
transport, are similarly seek- 
ing to use IT to st ream Tin e 
administration and enhance 
responsiveness. 

But many IT vendors feel 
there is a barrier to supply- 
ing the public sector with 
modern systems that reflect 
the best practice of the pri- 
vate sector. That barrier is 
the IT procurement process. 

“Information strategies 
drawn up at national and 
European levels cannot be 
implemented until the pro- 
curement process is substan- 


tially modified," says Martin 
Whit e, pri ncipal consultant 
with TFPL Ltd, an informa- 
tion management consul- 
tancy. based in London. 

His view is based on a sur- 
vey of IT companies - Cap 
Gemini. EDS. Hewlett Pack- 
ard. ICL, Digital, Unisys. 
Oracle and Com paq - car- 
ried out by TFPL earlier this 
year. The survey suggested 
that changes are needed to 
the process by which 100.000 
public sector purchasing 
authorities in the European 
Union acquire hardware, 
software and services with a 
value of more than £isbn a 
year. The public sector 


accounts for 48 per cent of 
the gross domestic product 
of the European Union. 

Suggested changes u> the 
procurement process 
include: reducing thr ; ■ ■ .«.• 
between publishing tie i 
der and initiating tr>: ;\ • 
ect; ending the princi;:- I'-.k 
the lowest tender 
make it possible to si .-:- - . 
IT solutions which _ - .>l 
be the cheapest, but v.ch 
offer long term vah.v for 
money; and allowing svrpli- 
ers to offer solutions v.t 
meet or even exceed :i:e 
objectives of the project 
even if they do noi use 
the technical solution envis- 


aged by the n< lmmh-tr.it ion 

The suppliers complained 
that tender documents spec- 
ify hardware and suit ware 
components to a detailed 
level, rather tlum outlining 
the project objectives and 
asking for appropriate solu- 
tions. This rigidity is com- 
pounded because develop- 
ment in IT Is so rapid that 
the specification is not 
up-to-date by the time the 
contract Is awarded. One 
example is the rate of 
change in personal comput- 
ers. 

“The shelf life of a PC is 
Turn to page 17 





A Lea rod i n form a tion Event 


www.online-inbrmation.com 


[•inline 

^informatio 


information ! 

sponsored bi 


Don’t miss this FREE 
opportunity to attend 
the largest infmmation 
industry event in the 
world! 

Over the last 21 years the Online - 
Information Conference & Exhibition 

V,:.\ has grown from a small show to the most 
important international industry event. 

Every year, the show welcomes many 
thousands of visitors from a wide range 
of business industries who come along to 
see what’s new in the world of information 
, : ' '• and make their purchasing decisions for 
the year ahead. The Online In f orm a tion 
Exhibition features over 300 exhibitors 
displaying the latest information content 
through a range of delivery mechanisms. 


The Online Information 97 Ticket Hotline NOW! 

T +44 (0)1923 252526 F +44 (0)1 923 247054 
E-mail online@expo-systems.demon.co.uk 


For further Information about Onllrea Information 97 
contact The Conference & Exhibition Department at 


FINANCIAL TIMES 


National Halfi Olympia 2, 

London, UK 

9-11 December 1997 


This year's Online if orm ati on event will 
play host to a numftr of new areas around 
the exhibition hall, ipluding: 


An Electronic 
An I nfo rmab'or 
Themed Exhihl 
Presentations 
Inform a tion Tk 
ease of navigt 
exhibition. 1 


pblishing Expo 
Management Expo 
or Product 

ils to improve the 
ion around the 


Learned Information Europe Ltd 
Woodside. Hfnksey HHI, Oxford 0X1 5BE, UK 
T +44 (0)1865 388000 F +44 (0)1865 736354 
E-mail exhibrtian 3 @laamed. 00 .uk 

URL wwwjMrilDg-lnfonnatiOB.com 


r.r^rl . 

jffi ENTRANCE 

■ i/tife^tnformation .97 

l ftponal Hall & Olympia 2, 

I Londjn, UK 9-11 December 1997 

J | Opening hours: 

j Tueday 9 December 09.30-18.00 
|Wedneday 10 December 09.30-18.00 
I Thunday 11 December 09-30-16.00 

i Fir FREE entrance, 
i brng this coupon with 
i you to the Exhibition 





Get personal with the latest in video 
communication software 


CneMd enables you ro bring emad afive by sending high quality 1 , 
personabed video messages. Aid even your Grandma wffl admit 
dn: it’s die most ocriting and effective way of keeping ^ touch. 

All you have to do is record your message, drag the video 
ffle onto your email, and send lc as an attachment. CtneMaH 
produces hl^i quality video and auefio up to 15 frames per 
second, then Mitotnatteafly compresses it into dny files. 

Gnemaff is a software-only 1 application that works with 
a& major video cameras and capture cards, all network 
and mttmet email services and all major applications that 
support file attachments. 

CbieMna is so easy to use, you can do it standing on your 
head. Just ask Grandma, who even on a pension can afford 
it at just £72.99*. 


VkfCafl 32 brir^s live, full colour video conferencing to your 
desktop, enabling you to talk face-to-ftce with people 
anywhere in the world! 

Combine VidCaS 32 with Microsoft NetMeetingg 1 and you 
can even exchange files or work on the same document 
simultaneously while you talk. Like GndVkrf. VidCaS 32 e a 
software-only application which requires no special 
equipment. All you need b a video camera connected to your 
PC and a fink to the Internet, Intranet, LAN, WAN. ISDN, or 
direct dial modem- to-modem. 

Thanks to WdCafl 32, videoconferencing can be a seamless 
part of your working life, it’s as easy as talking to people in 
the same office. And it’s available NOW at £199.99* 
-just don't let Grandma in on the secret. 
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Baraka Intracom (UK) Ltd 

T: 0171-937 8066 ft 0171-795 6512 
www.baraka-jntracoin.coin 


Baraka IntraCom 

Vision in c sT.jnuriicntons 


Tomiimi WimMie fcwi-' ■ 
ftwtlwt— p fc rafpaeiw'-., 
■^AWatfaeatesBitr-- 
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I^NDERS^,;//' v 

Tot 0114 282 7777 " * "’ ' 1 ' ” ■ 

Rbc 0114 282 1340 For Premier Computer Solutions j 

EJWI: SeanWJSandflrson-cW.cfl.uk 

Sanderson Is Oh UK’s premier open systems supplier of computer solutions and related technology and 
Mtworiting services with 15 offices In the United Ktegdom and operations in Australia, USA, Now Zealand 
and East Asia. Sanderson has developed and owns an asenslYO portfoflo of software packages for a wWb 
range of Industries and applications tndinflng: 

Manufacturing Local Government Logistics aid Distribution 

Processing Industry Schools & Collages Hotels 

Direct Marketing & Mail Order Fleet Management Solicitors 

finance and Dfstrfbutlon Airports Production Monitoring 

Printing industry financial Management Insurance 

Media Industry Healthcare Polka & Security 

Credit Management & Collections Multimedia &C8T Training Document Image Processing 


Geogreptalcil Coverage International 


3 SANDERSON 


Company Description: j 

For nearly 10 ymrx. Workflow Aumitton has Dadgnftl | 
De\**kjp«J and Ddlvrrtd Woffcfcf SyttMitt for organist- j 
dons looking -tt latag thb udnoly opport uni t y { 

Thll olkmi you to limit your rtfMurteg the Ann Mipl*- ] 
mentations and we can enure thiyoo M nwdnsnji ! 

rarm u rtBl nfrnrranor from nOra^ ft, 

Hirdwin: 

NT end Uubt platform*. ... 

Geographical Coverage; 

UK. Europe, USA & ConunonvmlicauntrVa 
AppMcaflosn (which sectors): 

Finance Sector. Local G owuh w h . f Sector, C omm er ci al 
I St c c ur 
' Cane 

Swvlcn ere mUA on* dtf nu afijed price based on 
the specifics af (fa* pntfcGt. 

Software can also be applied or prkarom £250 to £1000 
peruser. 

57 HdUqg(oa Close, Writing, -r xrT 

Svttvy GU21 3BW w 

Td: 01483 75545D fax: 01483 72032 hum * « 
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Acrobat 

If you cm dream it, 
you can do itT 
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To help you prepare your IT systems for the introduction of the single Europea rbunrancy, 
Information Management Resources, the NASDAQ quoted global compute services 
company, is offering a half day FREE EMU CONSUUANCY. 

Drawing on our experience of undertaking full Fife cycle prefects in large cmplex IT 
environments, we wiD use the initial meeting to help you determine the best aproach to 
implementing an effective Eure compliance strategy. 

Longer term, we can use our change methodology, Earo-PAC“ (Euro-PJanningViafysrs 
Change) and supporting integrated toolset; TransfomEUlKn", to undertake the U range 
of activities needed to change or redevelop your IT systems in readiness for EMI- 

7b arrange your from consultancy session, phase contact Kevin Roe on toL 01484 7992 
MannaBwi Mb— i wwrt Bw tcm pic 
Link House, St Mary's Way, Chuhsm, Bucks. HP5 1HR 
Fax 01494791059 e-mail ro 0 kffilmr.ca.uk URL http-7/www.lmrxom i 




9 Compuiing r MariteUng & R^ardi - . 

■ Consultancy limited .£■■ 

| THE INTERNET MARKETING AND RESEARCH 4 7. j 

Two day Seminar IBth and 18th Dooaniber, Holiday tain Karqtng to n, London — £440 tnctaotve of VAT 
(coven lunch both days end all refreshments!. Expert speakers from the US and Grape covering On- 
Bne Data Gathering, In f orma ti on D aU var y, Web State Analysis and Prafllng. Seminar Sponsors 
Include Byte Magazine, Internet Business Magazine, Mercator, R es e a r ch Intern ati onal, 
tatfocorp/Sunraycraft and internet Magazine. 

Contact: Thomas Brennan, Tab 0181 043 09B1. Fax: 0181 614 8081. Emafe ThontBs&cnwgroupjcom. 

CM&R Is a specialist company supplying I n f orm ati on and Technologicai services 

Including^ 

• Special studies of the 3J million self employed market, covering usage and Intentions for 
Financial, IT and Communications products and services. 

• Statistical Consultancy and Date Analysis / 

• Software and consultancy for i nt ernet Farms and Data Col lection f U Y A 

| visit our web site httpV/wwwjcmrgraupjcam for further Information. | , \ 

COMPUTING, MARKETING AND RESEARCH CONSULTANCY LTD. f \ 

| 8, The Causeway, Todcfington MddesexTWII 0HE S«irarU 

|H IBM YisualAge for Java 

™ for Wim ‘95, NT and OS/2 

VisualAge for Java is the first enterprise-aware, incremental Java application 
development environment designed to connect Java clients to existing server 
data, transactions and applications. The first Java development environment 
to offer automatic version control and change management and to allow 
I teams of Java developers to collaborate through a shared code repository. 

For more information, for training and for 
implementation assistance contact: 

Bloomsbury Software: 0171 436 9481 


a* 


Intranet and 
E - Commerce 
Solutions 


Interskill TSC Limited 

hUOTidH offer a complete range erf services tndnding 
Technical Consultancy. System Analysis, 
Specification. Design, Development, 

Implementation, Training, Support and 
Maintenance- 

IntenkiU is technology based and specialise in areas 
such os Qient-ServeK Intedlntrenet and Networks 
and Cornin'*. InterskiH is a registered Oracle 
Business Partner and a member of the CSS A. 

We are experts In Oracle, Microsoft Windows NT 
and SQL Server. Please call us lor further 
information. 

43/44 Great Windmill Street, 
London W1V7PA 
Teh 0171 287 1191 Fax: 0171 287 1363 


IMANQ Solutions 

UK • India • Singapore 

team is one of the lenfing suppliers of intranet 
based business solutions and 6-axwnerae 
solutions In Europe. Focusing on Microsoft 
products and technology, we have developed 
Intranet based solutions for co mpan ie s Bee BP 
and we have developed Web based solutions for 
organisations such as British Airways, CNET and 
the mfttary. Our most recent ventures Indude 
taBor made E-comm a ce sdddore which are 
ItexHe and developed do hitegrate easily Into 
current operations. 


COLD HARBOUR. 
SYSTEMS 
Coldharbour Systems Ltd are the market 
leaders In the supply of computer systems to 
the long term elderly care market place. 

Since 1988 wre have developed a family of 
Industry specific software packages, 
integrating to standard accounting software. 
Our reputation has been built on providing 
control In the key areas of revenue and staff 
costs. 

As well as household names such as BUPA 
and PPP Beaumont, we supply 82% of pub- 
licly quoted companies. 

I Far Information call: Michael Moreton. 
m » owm M WU WM- remenwuBMWPrawx 


20 HM tet Street- Ha d a dMi • WD1 7 AD 


CEM Systems Ltd 

Unix 4 Riveahill B usin e ss Part. 

Ravenbill Road 

Belfast 

BT68AW 

Tel: 01232 436767 

Fox: 01232 454337 
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Preduct* 

Access 1000 
Access 2000 

VlPPS pfausl toiauVig Pass Piuduciton System) 

B3 (BuBdlng System Integration) 


UK 

Eirepe 
North America 
Asia 

For furflnr mtormattai on 

ILh dbJI*teatIia*a^H In . 

UW MlimHWMylMliil til ■ 

Acre** Central, contact: 
Donna UcOonnnU 
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, FREE 

‘Integrating the Enterprise’ 
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I SaflMal Software CorporUon ■ - 

Oilvlar House 

18 Marine Parade, Brighton > 

East Sussex BM21TL 
Tel: 01273 624814 Far 01273 6244 
fiaUoral Softwv CaiponUoo dwriopa. nwhMs. anOjppora a 
conpralundwaakdlafllor re&anaSngtheoampoMAaied 
6nA«BMiUlionMnayiianaeaAHte|iilHi6>pdHL 
RaflonaTi aduftn inebdes si inKgrated o{ procu ttHt 
idoniti sotMam devdopmant a boHnib pnem tt ohi be 
coBgnd te the spadOc naadi gt uuiwt, md i m of eon- 
suttng and sippait unlcK. 

Rtfarancampnlwntn product 9ns hdufet Sk Ra0«l Row 
tanpy of vtauta mcdaCng taalc ns SGA Mb at dtanShw uat- 
loBtMteftwiddiBPraiofcaptBdnjatdBwijg^ 
lW B diwwrt K ScOAiBrauaiiraiinB .MftwfflotaninWB- 
ltat;BwHdloiidSannnftliiiilyaf uBiniureul iii »M B na md 
taWnhmgn rnsragenomt tools: jnd the RaSmal Apw Wy o( 
lotagntad pracnmmtng wirinnounu. Raaoid supfnrtertor 
Imptai B oBrion tadineieolB and pfogwiUng tangioqawdm- 
Ine Vtaad tale. Vtaal C++. Vtaedh- Prewflirtdar, Fbrt 
PioptoSofh Napa Tbota, Ofadrt tfcdgnr 2000. Ml, Raid 
Java.RaoanahpnxloGbaraivaHitaladMdwl|ir<irupaoriRU- 
patad.mdap mrtBrt a dlai .Farmi»i*lnti»iiiiittononRatlift 
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m 3 Com ; i;l 

klm 3Com UK Lid, Pacific House, Thin] Avne 
I Globe Park, Marlow SL71YL 
WM TU: 01628 897000 
Far 01628 897 003 

3Com Corporation has helped over 25 mBRon 
people gain access to critical Information througl 
high speed networks. At the heart of the company 
vision Is globte computer networking, linking big* 
businesses, small offices and homes through its 
Mushy-leading Asynchronous Transfer Mode 
(ATM) and switching products. Scorn’s customers 
Include Scottish Power, which has fust Installed the 
largest ATM network in the UK, Microsoft and 
educational institutions including Oxford and 
Dublin Universities. 
geographical Coverage: 

Worldwide 

Applications: 

All sectors 


■ 830 Birchwood Boulevard, 

Birchwnod, Warrington ' 

Cheshire, WA37Q2 ■ 

Internet specialists U-NET can connect your network 
to the Internet via dialup ISDN, leased ina or ficame 
relay connection. Yearn of experience of network - 
connections and our dedicated support team wiN 
mate the process simple. Freo booklet -Connecting 
your Not to Tha Not* guides you through the 
options. 1 

Coverage: Local access UK-wide- server hosting 
available worithirfda 

Cost: Call 01 92S 484444, lax 01 925 484466. OT man 
hMSu-notnot for a personalised quotation. 
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NaNames are the premier registrar of Internet Domain 
Names in over 200 countries. We have been srtwtc d as 
one of the few registrars (or the new generic fop Level 


El Sm™E*icaHo«aIS 0 rvictts 

9H Teh 01276 416520 
|fl Emafk reglslrar@utsufi.com 
wetuftEwwwjsun.co.uk/euned 

Leatn the language of 
Java™ from tbe people 
who wrote tbe language! 

Sun Educational Services is the world leader in Java 
(reining. Wb ran counes for delegates of all levels: 

• leva Programming 

• JavaBeans™ Componem Development 

• Web Publishing witii Java 

• Programming for Beginners using Java 

• Sun Java Certification 
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Strategies ▼ iJLf/f ft 
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info ^rts Jrac Jiwnj. 

Visit the gUJD.oom wab site where you can find ou more 
about these new names, and submit applications for 
them before your competition do. 
for a Brritad period NetNames is chakra £99 gomnaHy 
£150) plus local fees for the registration of Domain 
Names. Prices drier for overseas reparations. Does not 
include VAE 

NetNames UK 

180-182 Tottenham Court Road, 
London WtP 9LE 
Freephone 0800 269049 
Fax: 0171 291 3939 


yjl Does the saving of 7 - 12% 
■ on your IT expenditure 
interest you? 

It Interests the following organisations enough 
to use our services. 

WHrebaBnfclid # Wm h wn h r 

• Sac CtaWng Ltd • MbkEabroq^i Inal Auborty 

• AstOffla • RotarLoctJ Aurbflrttr 

Our value b working wteh selected eompanlet to twtp source 
and praeun trading name IT eq u ipme nt mozveast effirettve- 
Ij than rsbiing dbuUnmun chan nets. If ihta wvkt raiW 
benefit jraur arganluiLon please call rhe Netbrldge 
Procurement Service ax the number betmc 
N erbrt d g e S ystem s Ltd - Tbe IT lY n cu ii m e a a Sp wM ai 
Con kfictmet Almond an ++44(0) 1732 362222 or 
Fax ++4410) 1732 367777 


I COMPOTERAH! 

Tel: 01 252 548888 Fax:01252 377045- www.computsrajd.co.uk 

Compoteraid, an associate of TTiom pic, is one of the UK's leading providers of IT Solutions 
and Services focused upon the distributed computing environment. We recognise that senior 
executives face increasing business challenges where IT is critical but raises the questions: 
which technology; bow do I integrate ft within the business and provide cost effective 
support and management?. With over 20 years experience and the unrivalled expertise of 
more than 900 professional staff, Computeraid is dedicated to helping clients continually meet 
these challenges and to maximising die benefits of their fT Investment 
Services include: Consultancy, Systems Development and Integration, Facilities Management 


it SOLUTIONS 


The CODA Group Pic 

Cardale Park, Beckwith Head Road 
Harrogate, England HG3 1RY 
Tel: +44 (0)1423 509999 
Email: Liberation@coda-financials.com 

CODA develops international accounting software for national 
and multinational organisations worldwide. CODA-Financiais 
has a unified design for faster consolidation and reporting; 
sophisticated multicurrency, muiticompany, intercompany 
facilities. Integrated workflow, internet and alert technology. 
Year 2000 and EMU compliant 

Hardware/Compatibility 

Unix or Windows NT platforms, any leading relational 
database 

Geographical coverage 

25 sales and support offices worldwide, plus distributors 

aOSt 

: rom £30,000 upwards 
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®*J$INESS PROCESSES 


By George Black 


Globalisation heralds 

radical changes for 

IT departments 


As more IT services are outsourced, 
IT directors are turning into 
information management directors, 
more involved in business strategies 

lie role of the infor- Even credit at the bank will 


T mation technology 
director and that of 
his department are chang- 
ing rapidly. 

This evolution has 
occurred for a number of 
reasons, not least because 
guardians. Of the mainfr ame 
are much less in demand 
since downsizing swept 
through the user commu- 
nity. 

In the new world of client/ 
server systems, users help 
themselves to information 
through their personal com- 
puters. 

They do not have to ask 
the IT department for it 
Since information has 
become democratized, it is 
increasingly the users who 
tell the corporate IT depart- 
ment what Is needed. 

The IT department's role 
in systems procurement is 
diminished too. 

User representatives, 
finance directors and other 
senior managers now regard 
themselves as IT-literate 
and want to be involved in 
the evaluation and choice of 
new systems. 

Finance directors, who 
used to be concerned 
mainly with corporate 
accounting systems, now 
take an interest in all the 
systems which affect the 
direction of the business. 

The director who heads 
the principal user depart- 
ment may have as much 
influence on the purchasing 
decision as the IT director. 

Besides, although the IT 
director may recommend 
what the company should 
buy. he often does not sit on 
the main board of directors 
which is responsible for tak- 
ing the decision for large 
investments affecting the 
enterprise. 

The adoption of corporate 
standards for hardware and 
software means that large 
new systems are being cho- 
sen less frequently by large 
companies, which have 
already established their 
pi ef erred supplier lists. 

The IT department may 
have restored some of its 
authority by recentralisa- 
tion of purchasing, but its 
autonomy is gone forever. 

However, events such as 
the year 2000 date change 
and the advent of European 
Economic and Monetary 
Union (Emu) can present IT 
departments with a new 
challenge and a new oppor- 
tunity. 

The challenge is to satisfy 
business partners that the 
company is tackling the 
problems adequately and is 
safe to do business with. 


soon be dependent on being 
able to prove year 2000-com- 
pliance. 

The opportunity-, is to 
replace old systems with 
new ones that position the 
company better for change 
and expansion. Plenty of IT 
directors’ reputations will 
be made or lost on these 
issues. 

Another change that 
undermines the traditional 
role of the IT director is 
that those who are only 
competent at managing IT 
are no longer so highly val- 


director for Oracle, which 
supplies software to many 
large companies, notes that 
IT buyers no longer concen- 
trate on finding systems to 
support today’s businesses 
but have to focus on which 
systems can enable them to 
move into new markets. 

Globalisation is also radi- 
cally ehang rn g the function 
of the IT department 

“To enable orders to be 
taken in one country nuri 
delivered from another 
requires cutting across local 
companies and their 
systems," says Roy Jakes, 
regional IT manager for 
Guinness Brewing. 

"The IT director therefore 
has to concentrate more on 
how the business processes 
are evolving and less cm the 


of emphasis in the IT role. 

Last year, the UK IT 
Directors’ Forum concluded 
that the title of information 
technology director was out 
datpri and that “information 
management director" 
would be more appropriate. 

This might seem a small 
change, but it would be 
significant acknowledge- 
ment Of the foot that infor- 
mation is no longer kept in 
the computer room under 
lock and key, but now flows 
freely around the organisa- 
tion and between its suppli- 
ers, customers and business 
partners. 

As business moves from a 
world of information short- 
age to one of Information 
glut, the main task of the 
information director, what- 
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bifonnation fa now central to the business process: keeping the ‘tra ffic* moving is the crucial task of 
the IT director, but he also needs to be ebfa to contribute to the development of business strategy 


ued by most organisations. 

Now they typically want a 
hybrid manager who. as 
well as ensuring that 
systems keep r unning , can 
contribute to forming a 
long-term business strategy, 
of which IT is an increas- 
ingly important part.(See 
report page 15. on the rale 
of the IT director in the 
retail industry). 

Systems have such a 
direct impact on the core of 
businesses now that IT has 
become too important to be 
left to the IT department 

At Oxford University 
Press an Internet committee 
was set up by Graham 
Lynch, the IT director, com- 
prising managers from 
across the business, because 
online trading was begin- 
ning to affect the future of 
the company. 

“It would have made no 
sense to hold the discussion 
within the IT department as 
it was an issue for the 
entire publishing business," 
says Mr Lynch. 

“Other managers have to 
understand the systems 
questions as much as I do." 

Mike Shinya, UK sales 


systems which will support 
them," he says. 

This is particularly true 
in the growing number of 
companies that have out- 
sourced the delivery of their 
systems. 

In these the outsourcing 
service provider takes over 
naming the systems, leav- 
ing the IT director free to 
get more involved with 
business managers in plan- 
ning the changes in pro- 
cesses. 

There could be bigger and 
better things ahead fix- the 
more versatile IT director 
who is willing and able to 
become more Involved in 
business strategy. 

Organisations are realis- 
ing that information is intel- 
lectual capital and as a criti- 
cal company asset needs the 
attention of a senior execu- 
tive just as much as money 
or staff. 

If a finance director and a 
personnel director, why not 
an information director? 

In the US, job titles such 
as chief information officer 
or chief knowledge officer 
are increasingly becoming 
used to reflect this change 


ever his title, is not to 
ration access but to ensure 
the traffic keeps flowing. 

IT directors who can dem- 
onstrate skills other than 
just keeping control of 
systems have enormous 
potential to develop their 
careers. 

The world is now a place 
where information is cen- 
tral to business success, but 
few chief executives fully 
understand the systems that 
cany it 

According to Charles 
Miller Smith, chief execu- 
tive of the chemicals multi- 
national ICI, many of his 
peers in the corporate 
boardrooms are getting left 
behind by advances in IT 
they do not comprehend. 

He told the European 
Business School earlier this 
year that the IT skills 
needed for managing busi- 
nesses in the future were 
not possessed by many of 
today's executives. 

In a few years, the chief 
executive will have to be 
able to take responsibility 
for managing the company's 
information just as he at 
present manages its money. 


I t takes two things to 
solve a crime; one is a 
police force, the second 
is information. But the huge 
quantity of data collected in 
an extensive murder 
investigation or fraud case 
can rapidly overwhelm 
police forces - and the 
chance of finding a vital 
link between scraps of 
information can be like 
searching for a needle in a 
haystack. 

In the early 19S0s, the 
failure of British police to 
quickly identify the 
murderer who became 
known as the Yorkshire 
Ripper caused a public 
outcry. It was revealed that 
he had been interviewed by 
officers on seven separate 
occasions. 

The police had to sift 
through 40 tonnes of papa* 
collected during the 
drawn-out investigation. 

In the wake of the 
Yorkshire Ripper incident, 
police authorities decided to 
invest in a new computer 
system - called Holmes - to 
automate manual 
procedures for handling 
high-profile incidents, and 
so avoid similar fiascoes. 

Four versions of the 
Holmes system were 
developed using proprietary 
hardware from Unisys, Bull. 

' Cap Gemini and McDonnell 
Douglas Information 
Systems. Holmes uses dumb 
terminals with a 
rudimentary character- 
based user interface that 
police officers have to be 
specially trained to operate. 

Holmes has had some 
notable successes. Don 
Dovaston. deputy chief 
constable of Derbyshire, 
recently told a gathering of 
European senior police 
officers how Holmes helped 
bis force solve a particularly 
brutal murder in 1995. 

Crime scene 

The victim had been found 
in the Derbyshire 
countryside with multiple 
stab wounds. No weapon 
was found near the scene, 
and there was no apparent 
motive. After 10 days of 
searching, officers found 
one blade from a pair of 
gardening shears and a 
bricklayer's hammer in 
locations not close to the 
scene of the crime. 

The true significance of 
these finds was only 
apparent weeks later. 

Thanks to the Holmes 
system, the Derbyshire 
police arrested a suspect 
who had worked as a 
bricklayer and had an 
interest in gardening. 

“Without technology, we 
will always fail abysmally," 
says Mr Dovaston, who 
believes house-to-house 
enquiries is one area where 
IT could help speed up crime 
solving considerably. The 
painstaking work of 
ensuring that each lead is 
fully investigated and each 
suspect eliminated could be 
left to automation. 

Holmes was designed 
primarily to computerise 
manual procedures and 
improve the administrative 
efficiency of an incident 
room. The system was later 
enhanced with specialist 
software tools, such as the 
Analysts Notebook package, 
to help with the 
investigation. 


/ : MANAGING INFORMATION 

IT AND CRIME RESOLUTION • By Geoffrey Naim 

It’s elementary, 
Holmes helps UK 
police solve crimes 

The vast amount of data collected in serious crimes is 
being tackled by Holmes, a Unisys computer system that 
helps sort the evidence and comer die suspect 



Poflce officers test the Hakims system, which sorts and cross 
references information on criminal investi ga tions 


Holmes is, however, more 
than a decade old. UK police 
forces see it as increasingly 
ill-suited to policing in the 
1990s. 

Challenges today include 
improving cost-effectiveness 
and detection rates, while 
responding to ever more 
complex legislation - such 
as the new rules for 
disclosure of criminal 
evidence that came into 
effect this year. 

“We have to get the best 
possible results at the 
lowest cost" says Mr 
Dovaston. “We can no 
longer afford to have 120 
detectives on a case." 

Another problem with 
Htdmes is the 
incompatibilities between 
the four vendors' 
implementations. This has 
made it difficult to link 
different systems together 
in order to compare incident 
databases in cross-border 
crimes. 

In 1996, the UK police 
decided to modernise 
Holmes. A contract was 
awarded to Unisys to design 
Holmes 2. 

Mr Dovaston headed the 
group that drew up the 
specifications for Holmes 2. 
UnKke its predecessor, the 
new system uses standard 
technologies, such as PC 
hardware, Unix servers and 
the Windows NT operating 
system. 

To avoid the 
incompatibilities that 
plagued the first Holmes, 
the new project was 
awarded only to Unisys; no 
other contractors were 
involved. Each system costs 
from £100,000 to £430,000, 
depending on the size. 

According to Mr 
Dovaston, one of the biggest 
benefits of Holmes 2 is Its 


Windows graphical 
interface. This provides a 
better way of displaying 
data and allows more 
modern graphics-based tools 
to be used. 

One such addition to the 
system is a document 
retrieval engine from 
Cambridge Neurodynamics, 
the specialist UK software 
house. This software can 
automatically “mark up" a 
written statement taken by 
an officer. It does this using 
a technique called dynamic 
reasoning; which finds and 
hi g hli g hts in the statement 
key words, such as the 
names and addresses. 

These key words are then 
used to generate a graphical 
image that links all the 
important data about that 
person - home address, 
phone numbers, business 
associations. 

Thanks to the Windows 


interface, images, footage 
from video surveillance or 
recorded conversations can 
be “embedded" into each 
element on the screen. This 
allows investigators to bring 
together a variety of 
different information on a 
single screen. 

Network planned 

The Holmes 2 can also 
search through multiple 
databases - it supports 
Oracle. Ingres aim Informix. 
The goal is to link the 
databases of all UK police 
forces. 

Mr Dovaston believes this 
ability will prove 
particularly useful in 
dealing with unsolved 
crimes. It will allow 
detectives to link 
information from different 
sources on similar crimes. 
The system allows officers 
to match suspects by name, 
age. blood group, height, 
facia] hair, as well as other 
parameters. 

When drawing op the 
specifications for Holmes 2, 
the police were keen to 
reduce the amount of time 
needed to train operators to 
use the system. This was a 
weak point with the original 
Holmes -officers were 
required to learn cryptic key 
combinations to perform 
operations. 

The police forces hope 
Holmes 2 will reduce their 
training needs by 50 per 
cent and allow them to 
halve the number of 
operators required for the 
traditionally 
labour-intensive task of 
inputting data. Three UK 
police forces are testing the 
system. 

If the trials are successful, 
the system should be 
introduced nationally in 
1998. 


IT PROCUREMENT IN THE PUBLIC SECTOR 


US system ensures up-to-date technology 



From Page 15: 

short and getting shorter, 
with price performance 
improving all the time. 
While everyone in the indus- 
try tries to predict what will 
happen, it is not easy to do 
so. The short development 
cycle impacts the street 
product in a very short 
time." says Jo Wright, IBM 
Director for UK government 
and public services sector. 

On larger projects ft Is not 
unusual for it to take 18 
months or more from invita- 
tion to tender to the contract 
being awarded. Fred Cahill, 
head of Unisys’ UK public 
sector business says. "In 
tha t time you get into the 
mind set of the system pro* 


posed, and committed to 
what you've said. TTiere’s no 
way of changing the bid to 
reflect new developments." 

Yet developments ther e 
will surely be. The TFPL 
report says that the length 
of time taken to make a deci- 
sion on tenders often results 
in a project having to use a 
previous version of software, 
when the supplier is offering 
an enhanced version to com- 
mercial clients. The impact 
of long procurement cycles 
is acknowledged in the US 
where a fast track system 
was introduced for FT pro- 
jects to try and ensure the 
public sector could buy the 
most up-to-date technology. 

Another issue thrown up 
by the protracted procure- 


ment cycle is that it becomes 
too expens ive to bid. Accord- 
ing to the TEEL survey, the 
cost of bidding could be as 
high as 10 per cent of the 
contract value, twice the fig- 
ure for the private sector. 
This cost of sale has to be 
set against the generally 
lower profit margins for pub- 
lic sector projects. 

Mr White also believes 
that the tendency to award 
contracts to the lowest bid- 
der Is partly to blame for the 
high number of public IT 
projects that feiL “Problems 
arising from very large scale 
projects are probably inevi- 
table when the initial con- 
tract has been bid low to 
gain the prqject" 

Past failure makes public 


administrations and the IT 
industry nervous, lead ing to 
the use of established solu- 
tions rather than novel ones. 
“This means the public sec- 
tor Is limited to doing things 
in the same way, but faster, 
while experience from the 
private sector shows that IT 
can be applied to do things 
better." 

Value for money 

Ms Wright agrees. “It may 
be okay to chose the lowest 
bid for commodity goods, 
but there are not many com- 
modity IT projects around. 
The question is what is 
value for money? The pur- 
chase price of a car is not 
how you decide what to buy. 


you also look at things like 
servicing costs, fuel con- 
sumption, environmental 
impact.” 

Suppliers are not saying 
that public sector procure- 
ment should not be open to 
scrutiny. “But there must be 
a way to balance the protec- 
tion of the public purse with 
what's right for the public 
sector," says Mr CahilL He 
believes that one exemplar 
of how public procurement 
could be improved is the UK 
government’s Private 
Finance Initiative (PFI). The 
approach in these contracts 
is not to say, “Install a sys- 
tem using ‘X’ hardware and 
‘Y“ software to run the 
income tax system"; but "We 
need a system that can {go- 


cess 25m tax returns annu- 
ally, what do you suggest?” 
In such contracts suppliers 
bear the cost of installing 
the system and are paid for 
each transaction it handles. 

“This gives suppliers the 
opportunity to bid the best 
technology available, and to 
change the business process 
to make it more efficient," 
says Mr Cahill. At present 
the cycle in PFI is slower 
than the conventional pro- 
curement process because 
there are more people 
involved in assessing bids, 
and the system is so new 
that all clients are doing it 
for the first time. “However, 
with experience it will speed 
up and PFI will be a driving 
force for change." 
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Cut admin 

by 60 % 


SOFTWORLD IN HUMAN RESOURCES & PAYROLL 


Less admin, more strategy - 
the changing face of the HR 
and Payroll functions. Take 
advantage of the winning 
Softworld formula this year... 


Softworld brings together the leading 
suppliers of HR and Payroll software. 
This is how it works. You plan your own 
agenda for the day from the following: 

■ FREE Product Briefings 

■ FREE Management Briefings 

■ FREE Exhibition 

When you attend Softworld you will 
receive the latest edition of the 
Softworld Report and Directory for 
Human Resources and Payroll Software 
(RRP £120) absolutely FREE. 



m Human Resources 
A Payroll 

4-5 February 1998 
Wembley Exhibition Centre, London 

FOR FURTHER INFORMATION 


telephone 0181 240 5043 
or fax 0181 974 5188 


or e m a i . 


softworld@softinfo.com 


visit cur web site for full details 

http;//www,softinfo.com 
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t DAN BracWJN • Inventor of the spreadsheet 
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The software visionary 


Dan Bricklin's killer application 
changed the way business works. But 
the innovator is not resting on his 
laurels reports Geoffrey Wheelwright 

D 


an Bri ck! in Is a man 
1 whose whole life 
could have turned 
into an eicore. Mr Bricklin, 
along with programmer Bob 
Prankston, created the 
world's first spreadsheet — 
VisiCalc - in 1979. It went on 
to become a huge success 
and is credited by many 
industry observers with 
being the driving force 
behind the sale of many 
Apple n computers into busi- 
ness. It was also the ‘Miter 
application' that spawned 
doyens of far more success- 
ful imitators, with the most 


notable being Lotus 1-2-3 and 
Microsoft Excel. Almost two 
decades later, Mr Bricklin is 
still widely regarded as one 
of the brightest and most 
inventive min ds in the per- 
sonal computer industry. He 
has not rested on bis laurels 
and remains a strong cre- 
ative force. 

At Microsoft’s recent Pro- 
fessional Developer's Confer- 
ence in San Diego, for exam- 
ple. Mr Bricklin stood before 
thousands of enthusiastic 
programmers - some of 
whom had barely been bom 
when VisiCalc first hit the 


NEW AWARDS 

An opportunity for 
innovative IT teams 

British Computer Society invites 
entries for the 1998 Information 
System Management Awards 


IT teams have Just 12 days 
left to nominate 
themselves for the annual 
Information Systems 
Management Awards, 
organised by the British 
Computer Society, the 
professional body, in 
association with the 
Financial Times, writes 
John Kavanagh. 

The awards recognise 
achievement, improvement 
and innovation in IS 
management in the UK. 

The judges look in 
particular for impact on 
business performance, the 
relationship with 
end-users, and the 
management of 
development or operations, 
or both. The award 
typically goes to a team 
rather than an individual. 

A simple nomination 
form is due in by December 
15, 1997. Entrants are then 
asked to prepare a more 


detailed submission by 
January 31. 1998. 

Selected entries are 
investigated by a panel. 
ami three finalists maiw a 
presentation to a judging 
panel of senior executives. 

The awards are 
presented at a prestige us 
dinner in May: speakers 
have included Lou 
Gerstaer. IBM chief 
executive, and Sir Michael 
Heron, chairman of the UK 
Post Office. The sponsors 
an Bine Circle Industries, 
Delottte & Touche, KPMG 
Impact, Unisys, and 
Woolwich. Past winners 
are London Ambulance 
Service. Eagle Star Life, 
P&O Ferries, Ford, Tesco 
and Cheshire County 
Council. Nomination forms 
are available from Maria 
Teresa Muir on +44 (0) 
1793 417417; fax +44 <0) 
1793 417432; email 
mtmuwabcs.org.uk 


computer industry - and 
unveiled his latest software 
innovation: Tr dfix. 

This product is designed to 
be the first document cre- 
ation system created solely 
with on-screen reading in 
mind. He contends that all 
previous systems - from 
word-processors to Web 
pages - have assumed users 
would print documents to 
read them. Software bad to 
be designed to reflect that 
facility. But his new soft- 
ware assumes the document 
will be read on screen and 
provides many on-screen 
controls, including a 'docu- 
ment map'. 

"Our industry is on the 
brink of a major shift to doc- 
uments that are not only cre- 
ated on-screen, but also 
viewed on-screen without 
having to print them out,” 
he says. “The program we 
have created works like a 
word processor, but each of 
the documents you make 
feels like a whole web site, 
complete with links, multi- 
ple pages and side-bars.” 

Mr Bricklin suggests that 
the challenge facing most 
users when viewing an on- 
screen document Is one of 
navigation - "you don't 
know “where you are' in the 
document.'’ 

The problem with most 
linked documents “is that 
you feel like a rat in a maze. 


without a picture of the 
overall design. That's why ■ 
each Trellix document has a 
map. Each page in a docu-. 
ment is represented by a' 
little rectangular dot, with 
the page you're reading indi- 
cated by a yellow ‘you are 
hoe* dot To make the map 
as understandable as possi- 
ble, we made it very free- 
form. with the pages any- 
where you want, with text; 
shapes and images.” 

For Mr Bricklin, the 
answer for users is to give 
them the right tools to do 
what they want, without for- 
cing than into a single way 

Of doing things 

“When Bob Frankston and 
I created VisiCalc, the first 
electronic spreadsheet, we 
realised how important it 
was to let users build calcu- 
lations which suited their 
needs.” he says. 

“That meant allowing the 
user to lay out numbers, cre- 
ate labels, and so on. with- 
out adhering to some pre-de- 
termined outline we had 
arbitrarily imposed. This 
made working with numbers 
accessible to all kinds of 
people - not just program- 
mers and financial manag- 
ers.” He adds: “As we began 
developing Trellis, we 
wanted to create a product 
environment which would 
let users edit an entire 
hypertext document in a sin- 


gle, integrated package, ft 
had to be more than just 
editing individual, linear 
pages and then linkin g them 
together." 

For all his enthusi asm 
about Tr ail iv , Mr Bricklin is 
aware that most people still 

tlrmlr of him as the inVCEtOT 

of the spreadsheet - and will 
likely c outinu** to do so. He 
also knows that many of his-, 
contemporaries - such as 
Microsoft chief executive 
and co-founder Bill Gates 
and Apple Computer co- 
founder Steve Jobs - have 
managed to build huge for- 
tunes partially hunt on the 
success of Mr Brfcklin’s idea. 

Developing new software 
ideas “is what I do,” he says. 
“It’s how I am ‘wired’. I'm 
successful sometimes... but 
you have to keep trying. .You 
are happy when you see par- 
adigms that you've devel- 
oped catching on.” 

Knowing that he was the 
father to an entire sector of 
the software Industry also 
appears to have left Mr 
Bricklin with a feeling that 
he did not have anything to 
prove to the world. “When I 
turned 40. 1 didn't have to 
ask: ‘What am I going to do 
with my life?’ It really 
makes me feel good [to see 
the success of the spread- 
sheet], If you are a child of 
the 1960s, you want to 
change the world." 


irhead ^Novell 



Brtddln: “developing new soft ware ideas is *what I do* - It's how I’m wired" 


E ngineers do not get to 
Wifr top too often in 
the dynamic,' busi- 
nesfrdriven IT industry of - 
the 2ate-1990& Eric Schmidt, 
who took over as chief exec- 
ntive officer at networking - 
company Novell in April this . 
y ear, is an exception- . . 

With a university degree ‘ 
in dectrical engineering and 
a PhD in computer science, 
Mr. Schnddt has a long, IBus- 
trioiB career behind htm 
including ' spells .. at Sun . 
Microsystems, Xerox Palo 
Alto Research Center 
(PARC), AT&T’s Bell .Labora- 
tories ami chip-builder Zllog. 

He is realistic about his 
new rolfrat Novell and sug- 
gests- that what Novell - and 
many other established IT 
companies ~ really need now 
is a clear vision of the' 
future. “Novell Is a sound, 
mature business with $ihn 
fwwh in me bank, and & 
good reason why I might be 
the right choice. There a 
plenty of good people in Nov- 
ell to worry about the 
day-to-day business. My job 
is to look ahead and build a 
strategy, that takes Novell 
Into the future. 0 

This a al gntflcfl"* chat-, 
lenge. Novell is emerging 
from several years of uncer- 
tainty and a string of IQ-ad- 
vised acquisitions. Following 
its triumph in the 1980b as 
the personal computer net- 
working market leader, it 
bought the rights to the 
Unix operating system from 
AT&T subsidiary Unix Sys- 
tem Laboratories — only to 
see the Unix market falter as 
Microsoft’s rival system Win- . 
dows NT b egan to gather 

Tnrinwihif^. 

Novell then bought out 
WordPerfect’s office applica- 
tions software - only to sell 
it on to Corel later. The 
afy pisWffl ftE were, unsurpris- 
ingly, geared to making Nov- 
ell a worthy rival to Micro- 
soft in the PC software, 
market. In reality, they 
served to dive rt it from its 
core market in ne tw or k ing - 
where it continues to out- 
strip Microsoft and just 
about everyone else- 
Mr srfnrridt says that the 
desire to rival Microsoft is 
now “history” and Novell 
will concentrate cm what it 
does best - networking. 
Despite his engineering 
background, he may well be 
the Tnan with the personal 
vision to realise Novell’s 
new ambitions. 


Focus on a 



The new chief executive of Novell, 
the networking company, talks to 
Philip Manchester about his 
ambitions for the company 


While at Sun, Mr Schmidt- 
was chief technology officer 
and was the person charged 
with bringing the Java lan- 
guage' out of the laboratory . 
into the emerg in g world of 
the Internet. Java, now 
widely adopted by the IT 
industry, enables sm<Hl pro- 
grams to be distributed 
across the Internet and run 


In his last year at Sun, be 
became the chief 'evangelist 
for the Java cause and set 
about raising its profile by 
striking allian ces with indus- 
try partners and ensuring 
that the development work 
moved ahead quickly. 

The Java project has 
equipped Mr Schmidt well 
for his new role at Novell 



Schmidt sees The future of 
netwoddng as veiy much the 
future of rr 

on virtually any computing 
device -' from a mainframe 
or standard PC to a TV set 
or a mobile phone. 

“Back in 1990, a few engi- 
neers at Sun led by James 
Gosling were looking at 
Interoperable software for 
consumer devices and came 
up with the idea of Java. 

By 1994. we saw that Java 
had a broader potential and 
decided to bring it into the 
Internet space. Marc Andree- 
. sen’s Mosaic had just been 
launched and we saw a role 
for Java,” says Mr Schmidt 


Novell’s 
top man 

Eric Schmidt, bom Aprt 27. 

1955. Present tide: ertef executive 
end chairman of the board. 
Education: Mr Schmidt holds a 
B.Sc. degree in electrical 
engineering tram Princeton 
University and a Ph-D. In 
computer science from the 
University of CaMorrta at 
Berkeley. 

Career: Prior to joining Novefl m 
April 1997. he spent 14 years at 
Sun Microsystems. He joined as 
software manager and advanced 
to the position of chief technology 
officer in 1994. Prior to joining 
Sun, fie worked at AT&T’s Bell 
Laboratories and wttri the cftlp- 
buader 2 log, before moving to 
Xerox’s world-renowned Palo Alto 
Research Center {PARC} as a 
researcher. 

and allowed him to explore 
his ideas in networked com- 
puter systems. “Frankly, 
networking and networking 
services are the only area 
left where I think there is 
any real action now. 

“According to analysts at 
1DC, there are about 4m 
servers and 60m desktop cli- 
ents based on Novell's soft- 
ware - which means there 
are an awful lot of people 
using it 

“Now 1 want to take 
Tom to back page 
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Haw do you mah« sura the Internet r*i your company’s path to the future instead of a quick trip to nowhere? Simple. Go with us. No one has a better combination 

wiimmdxion ot icadinfi 6dPi» 

solutions, blazingly fast Web servers, AltaVista tools and knowledgeable internet experts. Find us at www.europe. digital. com. And get ready to win in a - * 

1 d networked world' 
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ADVERTISEMENT 


— - A preview to next week’s Online information 97: London, December 9 - 11, 1997 

Online comes of age 


Once the exclusive. preserve of corporate 
librarians, online information is now a vital 
business tool. Senior executives must absorb 
knowledge management into their corporate 
strategies if their businesses are to remain 
internationally competitive, and events such as 
Online Information 97 can provide a crash 
course on the services available to help them, 
reports Tim Owen 


A decade ago, the 
profits from the larg- 
est online informa- 
tion provider in, tbe 
world, Lexis-Nexis, would 
scarcely have bought an 
executive home in Surrey. 
Now online business infor- 
mation is big business itself, 
with an estimated total UK 
turnover of £2-53 million in 
the year to end-September, 
representing a 14 per cent 
increase on a year earlier. 

Growth in conventional 
online use of business infor- 
mation was a modest 7 per 
cent between April and Sep- 
tember, but in the same 
period access to the Internet 
by existing online business 
information users shot up by 
17 per cent. 

“Only 20 per cent of the 
information budgets for 
Internet use are controlled 
by information profession- 
als.” says Fred Hitchens of 
the Information Research 
Network consultancy, which 
compiled the figures. 
“Twenty six per cent are 
controlled by IT departments 
and 37 per cent by senior 
executives." 

These untrained informa- 
tion users, who access data- 
bases to support their man- 
agement decisions, are 
known in the trade as ‘end- 
users’. 

People in the information 
industry have been predict- 
ing the end-user revolution 
for at least 20 years, and it 
has been a long time coming. 

But the spectacular 
growth in Internet use over 
the last couple of years 
s eems to have turned it into 
a reality at last "More than 
90 per cent of respondents 
expect to increase the use of 
free and paid-for access to 
business information on the 
Internet'’ says Mr Hitchens. 

Most end-users currently 
access the Internet directly, 
although 25 per cent use a 
local network and 15 per 
cent a corporate intranet 
This percentage is sure to 
grow as more and more 
firms install networks using 
Internet protocols, and this 
will leave executives open to 
increasing risk of informa- 
tion overload. 

Commissioned by Learned 
Information, the full ntN 
report The Impact of the 
Internet on the European 
: Business Information Mar 
’ ket, is due to be launched at 
Online Information 97. This 
vast event is a combination 
of show case for the world’s 
■ electronic information ser- 
vices and congress at which 
‘ international representatives 
gather to confer on the 
issues feeing the information 
■ industry and its customers. 

Promoted by Learned 
Information, it is sponsored 
by the information indus- 
try’s trade paper. Informa- 
tion World Review, and sup- 
ported as well by the 
• Financial Times. 

The largest event of 
its kind in the world 

Online Information 97, 
takes place at Olympia from 
December 9-11, and it is the 
largest event of its kind in 
the world. 

Now in its 2ist year, the 
event began as a small-scale 
exhibition and conference in 
a west London hotel. Since 
then, it has grown with tire 
inexorable rise-fe the impor- 
tance of electronic tofanqa- 
tion services to business. 

It eventually outgrew 
Hammersmith venue 
transferred in the bariy 
to Olympia 2. Now at. its 
coming of age. H has expan- 
ded into the National Hall as 
wiffl. ' 

The exhibition features 
mure than 200 organisations 


net, and accessible via a 
user-friendly interface that 
is iden ti cal no matter where 
in tire world you use it. 

Why should • anyone pur- 
chase a company financial 
report from a proprietary 
provider when more and 
more public companies are 
posting their accounts on 
the Web? Why pay for 
regional economic data 
when it can be garnered 
freely from; government 
sources? Why commission 
expensive market research 
when you can do much of 
your competitor intelligence 
by simply visiting their Web 
sites? 


cover issues such as avoid- 
ing overload and n«rfng infor- 
mation to establish competi- 
tor intelligence and source 
new business. 

A session led by Paul 
TurabaU of Ashridge Man- 
agement College will help 
senior managers implement 
a successful information 
strategy, showing how they 
should look at information 
as a corporate asset and 
explaining how to carry oat 
an information audit. 

Other contributors will 
examine the costs and 
results of setting up success- 
ful information strategies 
and management systems. 
Speakers will also make 
clear the consequences of 
not having a strategic vision 
for internal and external 
information. 

Alongside the main exhibi- 
tion in the National Hall, the 
Olympia Conference Centre 
will play host to a three-day 
conference. 

Knowledge management, 
push technology and the 
uncertain future faced by 
the online industry itself are 
among its major themes. 


inline 

^Wbhrmsiic 


information 97 

; sponsored by 


FT 
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The revolutionary changes 
brought about by the Inter 
net in a mere three years or 
so have caused turmoil in 
the information industry, 
and business customers are 
likely to be the main benefi- 
ciaries. 

But information-users lace 
their problems, too. No Ion* 
go* dealing with just a hand- 
ful of competing proprietary 
information providers, they 
now have potentially thou- 
sands of niche operators 
from which they could take 
information, with little guid- 
ance on the quality or com- 
prehensiveness of what is on 
offer from each. 

At the same time, the 
mere presence of a PC with 
Inter net access cm an execu- 
tive’s desk can tempt the 
unwary into disastrously 
time-consuming fishing 
expeditions. 

The conference’s co-chair- 
men Paul Blake (editor of 
Information World Review) 
and David Raltt (editor of 


“This year, the emphasis 
of the conference has been 
radically altered to cater for 
the needs of both informa- 
tion professionals and the 
burgeoning audience at end- 
users” says Jill Cousins, the 
show's marketing director. 
"The programme we have 
developed features over 100 
speakers and provides a 
forum for both the supply 
side of the o nlin e industry 
and the users.” 

Those users are faring 
problems undreamed, of even 
a few years ago as their abil- 
ity to access information far 
outstrips their capability to 
process it 

“Information overload gen- 
erates stress in a number of 
ways." says psychologist Dr 
David Lewis. "There is the 
fear that a failure to under- 
stand critical information 
will lead us to make expen- 
sive mistakes. Then there is 
the threat of being over- 
whelmed by the sheer quan- 
tities of information that 


Hess and Ogilvy & Mather. 

Reuters is caught up as 
much as anyone, thraigh , in 
the turmoil among online 
Information providers over 
how best to leverage their 
offerings to secure maxi- 
mum market advantage. 

Reuters' strategy has been 
progressively to withdraw 
its Textline service from 
other online hosts, increas- 
ingly forcing end-users to 
sign up with Renters Busi- 
ness Information if they 
want to continue accessing 
Textline’s comprehensive 
business and industry news 
archive. 

F inancial Times Informa- 
tion and Dow Jones also 
withhold the electronic ver- 
sions of their flagship FT 
and Wall Street Journal 
newspapers from other infor- 
mation providers. In addi- 
tion, these two players 
announced a year ago that 
they were forming up with a 
third global nnitng provider, 
Knight-Ridder Information, 
to create a brand new online 
business news service, 
countering Reuters* domi- 
nance in thj g field. 

Rolled out by the three 
partners last September, 
their World Reporter data- 
base aims to cover some 500 
publications by next July, 
with a projected annual out- 
put of 2J miTHnn articles 
and special emphasis on 
emerging markets. 

But the entire landscape of 
online business information 
was changed dramatically 
last October with the 
announcement by MAID pic 
that it was to be the pur- 
chaser of Knight-Ridder 
Information, one of the three 
World Reporter partners and 
the owner of the long estab- 
lished Dialog and Data-Star 
services. 

The acquisition, which 
was finally completed on 
November 14, pushes the 
new Dialog Corporation to 
the top of the heap, with an 
estimated 25 per cent share 
of the online business Infor- 
mation market by revenue, 
nudging Lexis-Nexls into 
second place with 24 per 
cent and leaving Dow Jones 
with 9 per cent 

Dan Wagner, the colourful 
founder of MAID, author of 
the Knight-Ridder d«i wnrl 
now chief executive of the 
new Dialog Corporation, 
opens the conference with a 
keynote speech on the con- 
text of tire online industry 
over the next two to three 
years as we approach the 

•mlllemitnm. 

Few are better qualified to 
do it Over the years, MAID 
has been a consistent inno- 
vator. being one of the first 



Till# year's event is Holy to attract more than 16,000 visitors to Olympia 


The Electronic Library) stun 
up the dilemma: "The differ- 
ence this time round,” they 
say, “is that software ven- 
dors think they can cut out 
the human middleman and 
use technology to deliver 
precisely what end-users 
want-" 

But can they? FT solutions, 
such as push technology, 
merely add to the problem 


must be mastered if we are 
to do our job efficiently." 

Stress is also caused by 
not knowing whether cruc i al 
Information exists,- or not 
being sure where and how to 
locate it, says Dr Lewis, a 
Fellow , of the International 
Stress Management Associa- 
tion. “Finally, there is frus- 
tration stress caused when 
we know where some essen- 


more data than they can 
handle, and efficiency can 
suffer as a result 
In this context of rapid 
change in both the quantity 
and tire accessibility of infor- 
mation, exhibitions such as 

_ Online InfonnatiottST are at 

including auch ‘househbld' greater importance to busi- 
as Don . Jones, Rea- ness decision makers than 


by loading end-users with tial Information Is located 


- tiers, Bloomberg and Dim & 
Bradstreet, as well as hun- 
dreds more speciality elec- 
tronic publishers an a a 
growing number of bfche 
: providers. For, Just as the 
-foteraet has opened up husi- 
9Ess information to ejd-us- 
os,' so the economics of Web 
publishing allows ^mall 
scale players to compete on 
-a level playing field: with 
Indtistiy leaders. „ ; 

' ■ ..eh of this new toforma- 
tion fe. free. Press releases, 
specialist newsletters and. 
newswire services are 
increasingly avaflabte with- 
out restriction on the Inter 


but are not sure how to 
access it.” 

His remarks come in 
Dying for Information, a 
report commissioned a year 
ago by Reuters Business 
Information, which 'found 49 
per cent of managers ‘unable 
to handle the volumes of 
information they Received, 
with 42 per cent believed to 
suffer front ill. as a 

direct consequence of stress 
associated with ^formation 
overload. 

Presenting new findings 
To accommodate - - this from the survey _on the first 
need. Learned Information day of the Online Informa- 


evier before. 


A briefing for senior 
managers 


has organised a crash course 
on the information industry 
for senior manag er s, at the 
London Novotel the day 
before Online Information 97 
itself 

Designed as a curtail^ 
reiser to tire main event, tins 
one-day executive briefing 
on corporate information 
resource strategies will 


tion 97 conference, Reuters’ 
Paul Waddingthn will no 
doubt point to the Reuters 
Guide to Good .information 
Strategy as a , solution. Pro- 
duced as a direct follow-up 
to Dying for friformodon, it 
indudes cash studies in 
affective information man- 
agement from ^Sequent Com- 
puter Systems, Amerada 


to integrate its collection of 
publications behind a single 
search screen, as well as a 
pioneer Windows interface 
provider and the first to 
demonstrate the commercial 
viability of the Internet for 
business information. 

“We are on the brink of an 
-Information explosion that 
will make tbe Big Bang 
sound like a muffled pop,” 
Mr Wagner told the Institute 
of Directors last spring. “But 
unlike Big Bang, it won't 
happen on a specified date 
so that you can be prepared 
for it It will creep up an 
most of you like « deadly 
assassin and strike, when it 
will already be too late to 
react” 

Visits can be . 
carefully planned 

Visitors to the Online 
Information 97 exhibition 
cam avoid tire risk of ‘assassi- 
nation’ by following one of 
the show’s Information 
Trails. 

“We’re expecting more 
than 16,000 attendees daring 
the three days of the show,” 
says Learned Information's 
Jill Cousins. “Coupled with 
oar new location in the 
National Hall and Olympia % 
this was the ideal time to 
ensure that visitors are able 


to identify and locate the 
exhibitors and products they 
wish to see whilst touring 
the event - and to plan their 
visit in advance." 

Colour-coded rosettes Ida)-, 
tify the exhibitors* speciali- 
ties - yellow for corporate 
and financial information; 
mauve for news and media; 
green for legal and govern- 
ment 

Others pinpoint providers 
of information management 
solutions and electronic pub- 
lishing services, for the 
Internet revolution means 
that all Information users 
can be providers, too. 

Presentations on 

knowledge 

management 

Product presentations also 
run every 15 minutes 
throughout the three days in 
the show’s press office and - 
such is the demand - a sec- 
ond theatre on the exhibi- 
tion floor will be dedicated 
exclusively to presentations 
an knowledge management. 

"Knowledge management 
is rapidly moving into the 
centre of every corporate 
agenda." say the confer- 
ence’s co-chairmen David 
Raitt and Paul Blake. 

The conference includes 
knowledge management 
strategy sessions from Pro- 
fessor Clive HoKham of the 
City University Business 
School, as well as David Best 
of consultant Deloitte & 
Touche and Alan Lloyd Paris 
of Coopers & Ly brand in tbe 
US. 

Presenting a paper called 
Knowledge is about People: 
Information is about 
Systems, Rob Welch of tbe 
Kudos Partnership makes 
clear that IT is not the solu- 
tion to knowledge manage- 
ment problems. “Those who 
tell you that all you have to 
do is ‘model your processes 
in software' or put all your 
knowledge on Notes or tbe 
intranet’ have missed the 
point" he says. “Technology 
is simply about how thing s 
are delivered; knowledge 
management is about what 
is delivered.” 

New products to be 
launched at Online 97 

Specialist knowledge man- 
agement information provid- 
ers win be launching a range 
of new products at the show. 
Dataware Technologies are 
planning a launch of Data- 
ware A, an integrated profes- 
sional publishing system 
used to organise large collec- 
tions of information for pub- 
lication on the Internet, 
intranets or other client- 
server networks. 

So crucial is tbe issue of 
knowledge management for 
corporate survival that 
Learned information, will be 
running a special two-day 
knowledge management 
event next April bringing IT 
and information managers 
together with vendors and 
suppliers to discuss tbe 
implementation of know- 
ledge management systems. 

Specialists on the 
Year 2000 problem 

Satellite events take place 
on the days either side of the 
December conference, 
including sessions on the 
effective delivery of training 
over tbe Net, using tbe Inter- 
net as a source of competi- 
tive intelligence, and the 
effects of intranets on busi- 
ness information users and 
their workflows. 

And right in the middle of 
the main conference, a group 
of leading information indus- 
try specialists will get 
together for a remarkable 
lunchtime meeting to dis- 
cuss their preparations for 
tbe Millennium Bomb. 

Sponsored by Lexls-Nexis 
Europe, the event includes 
contributions from Dun & 
Bradstreet, FT Information, 
Perfect Information and Reu- 
ters* Millennium Pro- 
gramme- 

No corporate information 
strategy can ignore this 
year’s other industry buzz- 
word - push technology. Put 
simply, It means that manag- 
ers no longer have to go 
actively looking for the 
information they need for 
decision making. Instead, 
they tell “intelligent agent" 
software what sort of infor- 
mation stream they are 
going to need to do their job 
and the agent scours the 
world's databases, bringing 
back relevant material 
Tbe Idea is that the agent 
becomes progressively bet- 
ter. learning more about the 
user's requirements from the 
items actually selected for 
viewing and bringing back 
material of increasing rele- 
vance as a result However, 



Now in Ms 21st yaar, tfta OnOna event has grown with the increase of electronic information services 
in the business world. Thb yaar the event has expanded to the National Hall at London’s Olympia 


the reality con fall far short 
of the ideal and. far from 
assisting with information 
overload, push technology 
can actually add to it. 

In a paper to tbe Online 
Information 97 conference 
called Preparing for Intelli- 
gent Push I Pull: Structuring 
Data for Relevance. Derek 
Sturdy of Legal Resources 
Ltd warns that effective 
push applications will only 
come - "as those of us who 
suffer from current push 
technologies know only too 
well - if the irrelevance 
issue is handled extraordi- 
narily well” 

Uncritical proponents of 
push have hailed it as mark- 
ing the end of the informa- 
tion intermediary - the cor- 
porate librarian or 
information manager who 
seeks out data on decision 
makers’ behalf. 

One of three contributors 
to a special session at tbe 
Online 97 conference on 
push technology, Don McLa- 
gan. chief executive of real 
tune news provider Desktop 
Data, hints firmly that 
*push* is too crude a solu- 
tion. “Place, not push" is 
what is needed to drive 
information to the desktop, 
he win tell the conference. 

Jeff Galt, the former presi- 
dent of Knight-Ridder Infor- 
mation and now executive 
vice president of the new 
Dialog Corporation, agrees. 
“There is tremendous hype 
surrounding the concept of 
push and the new generation 
of online companies offering 


these sendees." he will tell 
the conference. “Ultimately* 
however, these services are 
going to benefit tbe online 
hosts, because they will sim- 
ply drag demand for archival 
services." 

Content versus price is the 
key dilemma for information 
providers and users alike. 
An tbe leading content pro- 
viders have either launched 
or are developing push prod- 
ucts based on their propri- 
etary data, but it remains to 
be seen whether user percep- 
tions of the quality of the 
information they offer out- 
weigh the relatively high 
cost of maintaining and 
accessing iL 

The pricing issue: 

Who has a due? 

Just as electronic com- 
merce developments have 
done with bookselling, so the 
Internet has turned all con- 
ventional notions of informa- 
tion pricing on their head. 
The Online Information 97 
conference will devote an 
entire session to the topic, 
under the heading Tricing - 
who has a clue?’, while 
another will look at the need 
to develop new revenue mod- 
els for Web publishing. 

There can be little doubt, 
however, that market pres- 
sures will drive down the 
price of Information, in a 
way that could benefit both 
producers and users. 

Uncertainties remain over 
how quickly British business 


will respond to the opportu- 
nities offered by the informa- 
tion revolution and turn 
them to competitive advan- 
tage. "US companies are sig- 
nificantly ahead of their UK 
competitors in the utilisa- 
tion of information as part of 
their business armoury," 
Dan Wagner told the loD 
convention lost spring. 

"More than 70 per cent of 
the top 1,000 US companies 
have adopted knowledge 
management strategics and 
are actively using them to 
further their businesses. 
This compares to only 15 per 
cent of Britain's top busi- 
nesses." 

How quickly this situation 
improves will depend partly 
on the business decision- 
makers who make the trip to 
Olympia between December 
9th and llth. There, they can 
see the biggest collection of 
online information products 
gathered together under one 
roof anywhere in the world, 
and choose from among a 
hundred or more presenta- 
tions from high profile 
speakers. After that, Mr 
Wagner’s advice would be: 
"Go back to your offices, 
find out about your internal 
knowledge management 
strategy and determine if it 
is fit for the future." 

The writer, Tim Owen 
works for the London 
Research Centre but writes 
here in a persona/ capacity. 
He also contributes regularly 
to Information World Review 
and is the editor designate of 
Business Information Review. 


Exhibition Opening Times 

Tuesday 9 December 1997 09.30-18.00 

Wednesday 10 December 1997 09.30-1&80 

Thursday 11 December 1997 09.30-16.00 

The Venue and how to get there 

The Online I nforma tion 97 Exhibition this year takes place in 
The National HaH & Olympia 2 in London. 

By Train 

There are direct 
connections ton the 
UKfe major towns 
and cities, via BR 
Intercity, to aB 
London mainline 
stations. AD stations 
hare connections, 
and both Kings 
Cross and Victoria 
Stations have direct 
tube links to Olympia, 
via Earls Court 

By Tube 

District line train 
services stop at 
Kensington Olympia 
station. For more 
information caD 0171 
222 1234. 

By Car 

The National Hall is situated on Hammersmith Road within easy 
reach of the M4, M40 and M3. There are 16 car parks in the 
vicinity tnefuefing Olympia Way, Warwick Road and Kings Mall, 
Hammersmith. If you require further information on parking in the 
area, call NCP on 0171 404 3777. 

Disabled access available. Please contact the organisers at the 
address below for help on this matter. 
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The Organisers 


•(•ntailai 


Learned Information Europe Ltd 
Woodskte, Hinksey Hffl. Oxford, OX1 5BE, UK 
T +44 (0)1865 388000 F +44 (0)1865 736354 
E-mail exhB»tfons@leamed.oo.uk 
URL vww.online-informatfon.com 
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Adapting to new 
world markets 


Keith Todd is bringing fundamental changes to ICL, the 
IT systems and services company. Businesses and 


consumers, he says, must 


impany 
take a i 


more global approach 


W hen Keith Todd 
took over the hot 
seat at ICL, from 
Sir Peter BonfleW a couple 
of pears ago, the UK-based 
computer company was a 

modal of 1980s management 
thinking • decentralised 
autonomous business units 
acting independently. 

Mr Todd's main malt wan 
to re-model the company 
based on the changed 
dynamics of the IT Industry. 
He says the company has 
been transformed as a result 
"ICL has been totally re-in- 
vented aa a software services 
company. The world we are 
moving Into has ehaytgpd so 
now we have no factories 
and we are concentrating on 
leveraging our intellectual 
capital We have had New 
Labour and New Britain - 
now we have NSw ICL." 

Mr Todd's approach to re- 
engineering ICL has its roots 
in what he sees as a funda- 
mental re-invention of soci- 
ety as a result of conver- 
gence between computer and 
telecom technologies - "I 
think it's as profound as the 
extinction of the dinosaurs 
or the Berlin Wall coining 
down.” 

He adds that there are four 
driving forces causing 
change - the advent of low- 
cost communications, global- 
isation, de-regulation and 
the growth of open systems. 


As a result, business is being 
forced to change. "The 
boundaries are coming down 
between industries, so you 
see companies moving into 
new areas. We are moving 
towards a time when brand 
names will be a symbol of 
trust And the relationship 
between companies, their 
suppliers and their custom- 
ers are changing.” 

He adds that it 1 b impor- 
tant that companies do not 

ICL's top man 

KaWi Todd, chief executive of 
ICL, wra bom In Ohugow, 
Scotland, on June 22, 1963. 

He trained os a chartered 
management accountant. 

C areen Prior to Joining ICL, Mr 
Todd was financial director of the 
Marconi Company. This followed 
a five-year period In the US as 
Chief financial officer of Cincinnati 
Electronics. Before going to the 
US. Mr Todd held various 
flnantial positions with GEC at the 
Marconi Space and Defence 
subsidiaries. He also worked for 
the UK government aa an 
executive officer with the Royal 
Ordnanoe Factories. 

Other activities: Mr Todd to ICL’s 
representative on the board of 
Cametat Group, the consortium 
chosen In 1994 to run the UK 
Lottery, QCL to a 10 per cent 
shareholder In Came lot]. 

In January 1992 he Joined the 
Council of the Open University. 


lose sight of the need to re- 
engineer against a back- 
ground of changes such as 
Year 2000 and European 
Monetary Union (Emu). 
"Year 2000 and Emu are very 
Important issues and cannot 
be ignored. But they must be 
put in context. Companies 
must ensure that they think 
about how their business Is 
dunging at the same time. 
It is the same with govern- 
ment. “We are moving Into 
an age when the old-fash- 
lo&ed ‘silo approach' to gov- 
ernment with lots of Inde- 
pendent departments must 
be replaced with a structure 
that sees the citizen as the 
customer.” 

Mr Todd notes that gov- 
ernments must work to 
change people’s view of tech- 
nology and bow it can be 
used both in commerce and 
providing government ser- 
vices. "It is easier to change 
the technology than to 
change people's mindset. 
And we must not forget that 
n is exciting and him it is 
not only a case of making 
work different, but also of 
rwnVtng tt more f ulfilling ." 

Mr Todd says that one of 
the best ways to achieve this 
is to exploit information 
technology by turning it into 
knowledge management. He 
heads up a group of compa- 
nies - including ICL Nestle, 
Unilever and Monsanto - in 


the Knowledge Management 
Consortium which, aims to 
discover the best practice in 
knowledge management 

"We are not talking about 
data or even information - 
but leveraging the power of 
knowledge. Most organisa- 
tions have the knowledge, 
but it is Isolated In islands. 
We need to build bridges. I 
want every ICL employee to 
have access to the same 
knowledge as 1 have. Then 
they ore empowered to do 
their job better. I think if 
you don't do this, then your 
company could be in trou- 
ble." 

The retail sector is where 
he sees the first signs of the 
"fundamental change” that 
Is shaping the future. Tradi- 
tionally strong in the retail 
sector, ICL is in a good posi- 
tion to see the effects at first 
hand. "There's a revolution 
happening In retail now. We 
are experimenting with 
home shopping in Reading 
with Waitrose supermarket 
and learning some important 
lessons. Bach week we buy 
80 per cent of the same 
goods we bought last week - 
and that is where home 
shopping can score. But 
people still want to go shop- 
ping." 

He sees retailers changing 
the whole retail experience 
to reflect this. Large stores 
are, he says, integrating 
shopping with entertain- 
ment, offering a t tra ctive loy- 
alty schemes and finding 
many new ways to attract 
. customers. His main worry, 
however. Is that these 



electronic 


Todd: Tha company has boon tramfonmd* 


changes are in danger of 
fragmenting society. “It is 
important to Include every- 
one In the revolution 
because there is a danger 
that some will be excluded. 


through technology. Cer- 
tainly you need the technol- 
ogy, but you also 1 nsed~fhe 
right combination of culture, 
mindset training.” 

Mr Todd alms to bring ICL 


We have been working with back to the Stock E x c ha ng e 
government to help educate for a full listing as soon as 


people so they are prepared 
for the changes to come." 

He points to Finland as an 
example of a country that 
appears to he getting it 
right "The Finns have a 
very advanced infrastructure 
and are ahead of even the 
US in Internet penetration. 
They seem to have combined 
technology infrastructure 


possible. "The reason I feel 
so good about ICL now is 
that we understand the mar- 
ket and we have avoided 
becoming complacent A re- 


listing will be a defining vices available to the public 
point In ICL’s history - h through -the Internet many 


will legitimise all of the re- 
organisation that we are 
doing at the momen t ” • 

It Is a daunting task. ICL 


and aptitude well The rest has moved on from the days 
of Europe can learn from when it was a well-protected 


♦hts - and I think the EU 
must push the information 
society more - Indeed its 
own organisation could 
become a showcase for this.” 

ICL, he says, has beat re- 
aligned to exploit the new 
envir onm ent Ironically, the 
main resource pool he wants 
to use to achieve this is 
ICL's human resources. ”1 
prefer to call it “people capi- 
tal'. We are moving into -a 
new age of capitalism where 
people’s talents and know- 
ledge can he exploited 
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Sometimes the 
cjuickest way 
from A to Z 
is 'to -start 
i n the middle. 
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The Mags tar MP storage system starts in the middle 
of the tape, instead of the beginning, so you can 
retrieve most data up to three times faster than 
comparable tape storage systems* (Such a simple 
idea, our competitors wonder why they didn’t think 
of it first) Which means tape isn’t just for backup 


anymore. With Mags tar MP’s remarkable three-year 
warranty, you can now confidently use tape for 
all your storage needs. Visit yi^v-Lv.ihm.de/stora ge 
or call Miles Peterson on 0990 5577U for more 
information. 


Solutions fora small planet 
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national institution that 
could expect a lucrative, cap- 
tive business from govern- 
ment departments and com- 
panies that did not want to 
■buy American*. Its current 
Japanese owners, Fujitsu, 
have provided it with a 
strong base to work from - 
and ICL still has a solid foot- 
hold in the old Common- 
wealth countries. The combi- 
nation gives it a foundation 
to build an international 
business and compete with 
other global companies. 


Novell’s 

strategy 

From page 18: 

NoveU into the Inter- 
net/Intranet space,” he says. 
He sees the future of net- 
working as very much the 
future of IT and suggests 
that it is also the future of 
commerce. “The more busi- 
nesses get connected to the 
network, the more new 
things they can do and the 
more important it becomes 
to business. 

"The outcome we want is 
to make networking easy 
enough for users to do any- 
thing they want from their 
desktop." 

The. two main technology 
drivers, says Mr Schmidt are 
increasing power of com- 
puter processors and 
increasing bandwidth for 
telecommunications. 

He adds that there is still 
plenty of scope within the 
physical limitations of cur- 
rent technology. "As for as 
processors are concerned - 
Moore's Law still holds, and 
power can be expected to 
double every year for 15 or 
more years - taking us to - 
2010 and beyond. And band- 
width is also doubling every 
year. This means we are 
heading for a highly inter- : 
connected world.” 

Unlike many of his. peers, 
MT Schmidt does not appear 
to be intimidated by Micro- 
soft's dominant position and 
sees plenty of opportunities 
for other IT companies to 
grow and thrive in the net- 
working market “Microsoft 
has a monopoly on the cor- 
porate desktop - but this is 
only part of the story now. 
Look at the cell-phone mar- 
ket, for example. The first 
advanced cell-phones are 
just beginning to come to 
market - and they will cre- 
ate a much larger market of 
smaller devices. This is 
where I see great opportuni- 
ties for us. and Microsoft’s 
other rivals." 

Inevitably, Java has an 
important role to play in Mr 
Schmidt's strategy for these 
new markets: it offers, for 
example, the mechanisms to 
turn a humble cell -phone 
into a fully functional Web 
browser which coukl bring a 
large constituency of new 
users to networking. 

“Java replaces static net- 
working with dynamic -net- 
working - whiCh opens up a 
whole bos of surmises. None 
of us is really smart enough 
to know what all of the 
implications are this early in 
the cycle - but it certainly 
changes the rules. It's rather 
like a new mathematics 
where one phis one equals 
three,” he says. “The mote 
people use networking, the 
more valuable it becomes.” 

If anyone can make sense 
of this ‘new mathematics', 
then Mr Schmidt can. His 
unusual background - both 
as an engineer and as a mar- 
ket visionary - would 
appear to equip him well. 


From Pagfrfe ■ . by the end of 1997- Master 

:■' * Cart is also actively promo- 

tors, whb' demand equal ting teSfemdex cam system 
access to; accarate market faChbaa. .,. 
data itoKknalyris. Several ;Fm*enncireL independent 
traditional modes of read* ISPs 1 b -C hins have started 
time data- retrieval already to develop payment ana 
exist - through ChtaaPAC, authentication systems to 
paging, CBPD, and CATV/ enable Internet-based trans- 
Videotex as do remote actions, using credit cards 
t ransac tions baaed on phone issued hy large Chinese com- 
mies and dedicated hues. martial banks. 

Nearly id ISPS offer real- Under a separate develop 
time market d ate online, and meat,, various Chinese ana 
they compete with each nmhinatkjtial couriers and 
other to bring the fort inter- freight forwarders, including 
net trade network of stocks Chinese Express Mail Ser- 
iate reality: vice, USPS and FedEx, plan 

In addition to the various to unveil Internet related 
electronic commerce ser- door-to-door delivery set- 
tees available to the public vices, 
brough the Internet, many AH of these fa c ilities will 
eading companies have help set the ground work for 
thready started to build integrated solutions and 
htr&net and extranet open a new era for electronic 
lystems to Urik divisions and communications across 
justness partners so as to China, 
snable . integrated supply Third, the creation of the 
-h flijifl and manufacturing' China National Internet 
systems. ' Information Centre (CNNIC), 

The pace of electronic and the formation of 
sommerce development in national ISP alliances, slg- 
Hhtoa w£U bo m eas ure d not mfy cohesive actions among 
n years, but in months and fragmented government end- 
iveeks. - ■ • ties and Internet companies. 

China is not alone in its This will develop the Inter- 
ilectronic commerce prac- net and electronic commerce 
aces. Constraints in elec- markets in the same direc- 
tronic commerce for the rest tfoh. 
of the world - lack of an Internet-based electronic 
integrated payment system, commerce has proven to be 
authentication and delivery cost-effective in the 
system problems, limited exchange of data, know- 
bandwidth, concerns over ledge, products and capital 
privacy and security, and 

‘The pace of 
e-commerce 
development 
in China will 
be measured 
not in years, 
but in months 
and weeks’ 

aj&iu. mwauct w/uucvuuuo, 

hosting and usage costs; and 

the language barrier faring and it is advancing in China 
the average Chinese users of at almost the same pace as 


leading companies have 
already started to build 
Intranet and extranet 
systems to link divisions and 
business partners so as to 
enable . integrated supply 
chains and ‘manufacturing 
systems. 

The pace of electronic 
commerce development in 
nwnw will be measured not 
in years, but in months and 


China is not alone in its 
electronic commerce prac- 
tices . Constraints in elec- 
tronic commerce for the rest 
of the world - lack of an 
integrated payment system, 
authentication and delivery 
system problems, limited 
bandwidth, concerns over 
privacy and security, and 
the under-develo p m en t of 
electronic commerce web 
hosts - also apply to China. 

Furthermore, China is con- 
fronted with unique chal- 
lenges. These are: uncer- 
tainty around regulating 
telecommunications as a 
whole; the lack of mature 
banking systems and a low 
penetration of credit cards; 
issues surrounding control 
of the foreign exchanges for 
international transactions; 
rigid Internist connections; 
hosting and usage costs; and 
the language harrier faring 


the web browser. that of the rest of the world. 

Consequently, global com- While several big hurdles 
panies are unsure of the via- re main before mainstream 
bHity of electronic commerce acceptance occurs, opportu- 
initiatives in China. Compaq nities exist for multinational 
and Dell maintain that they companies. Global market 
will continue to sell the bulk leaders should pay special 
of their computers through attention to the develop- 
the traditional reseller route meats to China and find a 
in China, rather than pro- way to participate in the for- 
mote direct sales through nation of industry standards 
the Internet. and business models for elec- 

It may take a while for tromc commerce. 

C hina to develop a fotnnMa- First, it is imperative that 
ble level of electronic com- international companies 
merce. However, some poa- establish a visible presence 
tlve signs have already in the Chinese electronic 
appeared. commerce marketplace. This 

First, the convergence of can be done by setting up a 
electronic devices for con- China-specific foothold on 
sinners will be put gradually the Web, by educating Chi- 
in place. Internet delivery nese consumers, and by 
systems based on CATV being proactive about emerg- 
fibre or HFC cable networks tog market opportunities, 
and cable modems to enable Current problems will be 
VOD, home education and remedied if the Chinese gov- 
tele-medicine are being eminent - and IT industry 
developed. leaders, as weD as global 

Chengdu and Shenzhen companies - share their 
are testing set-top devices, expertise to encourage Chi- 
These moves illustrate the na's electronic commerce, 
potential far electronic com- With continued commit, 
merce to penetrate the con- meat, Internet electronic 
sumer market commerce wfll have a bright 

Second, the People's Bank future in China, 
of China-, China’s central _ , 

bank, along with large com- The writer. Dr Denis Simon, 
mercial banks, have been director of Andersen Consult- 
developing extensive trig's China Strategy Group, 
national clearing systems. In joined the consultancy after a 
addition, the bank and Visa distinguished academic 


International are developing 
Chinese banking card stan- 
dards, including those for 
Internet compatible cards. 
These will likely be finalised 


career. His expertise is in 
international business strat- 
egy, global technology man • 
agement, and Asian technol- 
ogy and business affairs 


Subscribe to foe FT Review of 
Information Technology and 
mate sure of receiving your own 
copy by post of Britain's 
leading IT review. Afi prices 
Include post and packing: 
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rftjenoe as a teadhg cBehare 
software devebpment 
centra 

tote's software e^ort 

Industry, now worth mere than 
$t.76bn a year and empioyng 
260,000 people at home and 
abroad, has become one of 
the most dynamic 
sectors of thB toten 
economy. The hefasays 
confidence is foelBd by the 
needs of offehcre ctienta for 
retatirelylcwcostjDut 
hj^vquaBty proctocte and 
services. 

N THB REPORT 

tote's software exports 

pages2 

The domestic IT market 

page* 2-3 

Roleofthenxitinetionete - 


Industry vtewpcM by Dewang . 
Mehta, atecutive (Sector of 
the Nations Assodation of 
Software Services, Nesscom 
pages 4-5 
The Internet race page 4 

tote's timely rote in helping to 
schre the year 200Q computer 
date problem . pages 

Overseas fetings: al eyes on 
Nasdaq ' pages 

Software suppler prafles 

pages 6-7 
Technics^ training: sharp eyes - 
cn the future page 8 
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Poised 
for global 
growth 

Many US and European 
companies are outsourcing their 
IT work to Indian companies 
offshore, reports Paul Taylor 


I ndia has emerged as a 
leading offshore soft- 
ware development cen- 
tre In little more tVwn a 
decade. This achievement 
has been mart** ppmrfhifr by 
domestic deregulation, entre- 
preneurial ftatr and the soar- 
ing global demand for high- 
quality, low-cost software 
and services. 

For India, which cele- 
brated SO years of indepen- 
dence this year, the software 
Industry has become a bea- 
con of success. It has proved 
that, given the right frame- 
work. India can compete 
globally. 

"The software industry 
has emerged as India's only 
globally competitive modem 
industry," says Ajay Mal- 
pani, an analyst with Bom- 
bay-based Caspian Securi- 
ties. This fact wQ! be evident 
at this week's Comdex show 

in Tnitiii 

Now, flush with this 
renewed confidence, India's 
trading software companies 
are poised to take the next 
step towards becoming an 
important farce in tbs global 
software and services indus- 
try in their own right. 

The success of India’s soft- 
ware development industry 
reflects a number of factors. 
In particular, faced with a 
growing shortage of software 
engineers in the west, hun- 
dreds of companies have 
turned to India’s computer 
software and services com- 
panies for the IT «Mn« they 
need to maintain and 
enhance their competitive- 
ness. Some, including man y 
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leading American JT compa- 
nies, have become big 
employers of Indian software 
professionals. For example 
about 10 per cent of Micro- 
soft's 20,000 worldwide work- 
force is Indian. Other IT 
companies, Inr.liirifng mnrtcpt 
leaders such as Texas Instru- 
ments, Motorola »nd Oracle, 
have established captive 
research and development 
centres in India. 

Many other US and Euro- 
pean companies, including 
those in the financial ser- 
vices, manufacturing and 
utilities sectors, have begun 
to outsource their IT work to 
Indian companies offshore. 
These outsourcing contracts 
range from cods mainte- 
nance and migration work 
through to • dffgigning and 
building new customised 
applications using the latest 
technologies and techniques. 

Most trading Tnrlitm soft- 
ware companies have 
already forged strong part- 
nerships with their overseas 
and domestic customers. 
Many have established salty 
offices and subsidiaries in 
the US and Europe. Some 
are prepari n g to seek listings 
for their overseas subsid- 
iaries in New Task or Lon- 
don. 

For example, HCL, the 
trading Indian IT group led 
by Shiv Nadar, now has 
operations in 18 countries 
and plana a Nasdaq flotation 
next year to raise funds for 
overseas acquisitions as part 
of a strategic plan to turn 
the group into a fibn soft- 
ware and services company 
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serving global clients. 

“There are very few com- 
panies who can offer these 
services globally," says Mr 
Nadar. 

Other Indian entrepre- 
neurs have established com- 
puter services companies 
overseas, for example com- 
panies such as US-based 
Mastech and UK-based Gulf 
Computers have grown rap- 
idly by offering managed off- 
shore services to their west- 
ern clients. Such moves 
reflect the maturation of the 
Indian software Industry. 
And there ft growing confi- 
dence amon g l eading entre- 
preneurs that, even thou gh 
Indian software exports stUl 
account for only a small 
fraction of the global $300bn 
to $400bn software market, 
they can compete not just in 
terms of price, but on the 
basis of quality, innovation 
and technical expertise. 

-India’s leading software 
companies have overcome 


93 M 85 


the credibility hurdle and 
now have the critical mass 
needed to move up the value 
chain in tomy of both soft- 
ware sendees and products. 
Companies such as HCL, 
Tata Consultancy Services, 
Wlpro and Initeys Technolo- 
gies believe they can com- 
pete on equal terms with the 
best product designers, proj- 
ect managers and software 
developers in the world. 

“Trade in the developed 
world is moving towards ser- 
vices,” says D S Kanodia, 
chai rman of Bombay-based 
Datamatics and one of the 
fathers of the Indian soft- 
ware Industry. “Our exper- 
tise is in the delivery of ser- 
vices, I think we can beat 
the world in services." 

Today, Indian software 
companies nail their services 
to an expanding interna- 
tional customer list which 
includes Japanese, South 
Korean and South-east Asian ~ 
clients, as well as those from 


India's silicon cttlss 

In Concentration al 
jSf software bouses 
H+ Export processing zones 
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North America and Europe, 
on the basis of quality, speed 
and reliability, innovation 
and skills as well as price. 

That this should have 
been achieved in a develop- 
ing country stm struggling 
with a wide range of infra- 
structure and other prob- 
lems is a remarkable 
achievement It is testament 
to the determination of the 
architects of India's software 
success story. 

“There Is a tremendous 
amount of confidence 
around,” says Pradeep 
Gupta, manwg in g director of 

interna tional Data Corpora- 
tion’s Delhi office. “We feel 
very proud of our country 
and what the industry has 
achieved." Hi g hli g hting thh, 
the industry grew by 50.6 per 
cent in the year to Mamh si, 
posting total turnover of 
Rs63.1bn or JL76bn, accord- 
ing to India's National Asso- 
ciation of Software and Ser- 
vice Companies (Nasscom). 


Five years ago, the industry 
was worth a mere RslLfibn 

Of pHftm 

Between 1991/2 and 1996/7. 
th« Indian industry, which 
comprises more than 730 
companies, grew at a com- 
pound rate of almost 53 per 
cent It now employs at least 
160,000 people in India (a fur- 
ther 100,000 Indian software 
engineers work overseas). 

This is miinh faster than the 

worldwide industry as a 
whole. 

As Dewang Mehta, Nas- 
b corn’s executive director 
has noted: “The software 
industry is increasingly 
becoming the driving force 
in the IT industry. It is par- 
ticularly suited to India 
[since it is] people rather 
than capital intensive; It 
demands highly skilled 
young people; it has no 
undesirable environmental 
side effects; it is growing 
rapidly; and- unlike' capital 
intensive, low-skill indus- 


IncBa'a software Industry 
has assn a compound annual 
growth of SSH In ths last 
five year*. During 1 W7-B8, 
tha Industry la axpactad to 
•am revenues of AslObn 
(RLBbnjand, of this, axports 
could raach RsS4bn 


tries, investment in this 
industry is not easily dis- 
placed.” 

India’s success and its 
ability to outshine rival off- 
shore software development 
centres including f^iina, the 
Philippines and eastern 
Europe - at least for the 
time being - reflects a num- 
ber of factors. In particular, 
India baa a huge pool of rela- 
tively low-cost, technically 
qualified and English-speak- 
ing software professionals. 

India has the second larg- 
est English-speaking scien- 
tific manpower pool after the 
US, and a sophisticated 
higher education system 
that produces a stream of 
qualified graduates. This 
pool of skilled, ambitious but 
low-cost manpower has 
helped underpin the rapid 
growth of the industry - and 
particularly exports. 

Continued on back page 
of this software review 


REAPING 


THE 


BENEFITS OF 


OFFSHORE 


SOFTWARE 


IIS offers top quality project software services in the most 
cost-effective manner to a demanding international 
clientele. With IIS Infotech Ltd., one of India’s top IT 
organisations, we offer clients an unrivalled package of 
benefits. 


IIS assures work lo internationally recognised standards 


With over 12 years of proven delvery to blue chip customers, many of our 
projects are repeat business. IIS has IS09001/TIckn accreditation and our 
development centre In DeiW was the first inefian company to achieve this. 


IIS can halve your IT development costs 


We use our own excellent offshore resources for cost-effective IT 
development In addition to CompuServe and Internet our TOO developers are 
connected to clients' machines vfasatefilte as appropriate. 


IS oilers strong Protect Management 


Our global experience enables us to take on conventional and RAD projects, 
large and small, on a range of technical platforms. We are equally comfortable 
working on a T&M or Fixed Price basis. 


■ Satisfied IIS clients can be found in most UK sectors 


ItS has prestigious clients In most sectors: finance, utilities, automotive, 
telecom, manufacturing, retail and services to name a few. 


IIS is at the forefront of technology 


The projects we have undertaken range from legacy systems to the latest 
technology inducting Client Server, GUI, OO, Visual Computing, Muftr-Medla, 
and Geometric Modeling. We Invest heavily In R&D and training and have a 
number of development and migration tools. 


A Piovc*n Solution lor the Year 2000 


6S2000 » our proprietary methodology and 
toolset which has been proven on a 
number of major projects. IIS2000 and I1S- 
MANTIS support a8 stages of tfear 2000 
projects and handle diverse languages 
across multiple, platforms. IIS has 
established partnerships with leading third 

party suppliers to complement Its IIS2000 
offering and provide comprehensive best of 
breed BOfutkxts to clients. 


IS pic is n UK company 


Through Its own large sates and technical infrastructure, its pic understands 
the needs of the UK market and works closely with its UK clients. All work we 
do Is under UK law and we work both In the UK or offshore, depending on 
project requirements. 



DEVELOPMENT 


IIS operates worldwide 


In addition to the UK and India, IIS has operations In the US, Mexico, 
Continental Europe, Singapore, South Africa and tha Middle East 

ACT NOW TO REALISE THE BENEFITS OF OUR PROVEN 
APPROACH BY CONTACTING; 

Pwl Gardner, General Manager sates & Marketing. 

IIS pic, Langley Business Park, Waterside Drive, Langley, Berks $L3 6 HZ, UK 
Tei +44 1753 735500, Fax 444 1753 735501 
E-mail markettng@tlsptc.com URL httpY/www.Hsinc.corn 


— WHEREVER 

YOU DO BUSINESS IN INDIA 



m-. . ■ My :■>: 

l — m ~ u A > 

iJSH * • X AJ~* BSk x* A 


BOMBAY: Vm TUj Uahal Hatd 

oU world ohnamm wUh mAnjbdUn. 






77m Tty itoholHori. NEW DELHI 
a horns away flam hana Jar tha feodora qftht workL 




NBWDBLHt7hi**H»HaM. 
hauriauttemflrta: flan grand hhbg to exduxlut Chib i 


„S.Y. 


The Tty Wear End. BANGALORE 
chaining atttagr* and uOaa Mf amidm 20 mptcnf acres. 





MADRAS: 70} Commands, 
contemporary daganet wkh an an afrtimd affximvy. 



Tlfi BengaL CALCUTTA 

a tranquil aamtm. Jar firm thr- ordinary. 


THINK TAJ. 

BOMBAY * NEW DELHI * MADRAS * CALCUTTA * BANGALORE 

One of the many advantages enjoyed fay guests of Taj Luxury Hotels is the prestigious address. This is true of 
all our grand luxe properties. The ultimate business address: central to the commercial hub and the very 
embodiment of aodal life. Much has been writt en in praise of the Tsy Experience. Yet, even regular guests will be very 
pleasantly surprised upon their return, as we have recently inve ste d over USS 1 00 minion in refurbishing all Taj Luxury 
properties. We, now, modestly boast the finest guest looms and business centres in all India. Add to this 24-hour, 
round the dock facilities, late night operations of our travel ticketing services, the indulgently exclusive Business 
Floors and the finest dining in the city. In short, no one else can offer you India like Taj Luxury Hotels. 
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SOFTWARE EXPORTS • By Paul Taylor 


An industry on the up and up 


Indian companies continue their 
efforts toward becoming providers of 
higher value-added services to their 
overseas clients 


I ndia is making step-by- 
step progress towards its 
rightful place in the rap- 
idly expanding global IT 
industry. This is thanks 
mainly to the software 
exports produced by its well- 
educated, highly motivated 
and relatively low-cost soft- 
ware professionals. 

"India is unique in that it 
has a very highly educated 
population," says L S Kano- 
riia . riiarrflian of DafoZaatiCS 
and one of the fathers of 
India’s software revolution. 

'The other great plus from 
the international point of 
view is that India is English- 
speaking in contrast to 
fi htna and other countries.” 

Driven by the demands of 
offshore clients for low-cost, 
high-quality products and 
services, India's software 
export industry has become 
one of i he most dynamic sec- 
tors of the Indian economy. 

K has also become a valu- 
able foreign exchange 
earner, an important source 
of new professional jobs and 
the model for economic suc- 
cess after deregulation. 

Meanwhile in the US. 
Europe and now Asia, a 
growing number of compa- 
nies in the financial services, 
retail and manufacturing 
sectors, are hemming depen- 
dent on Indian technical 
know-how. 

Indian software engineers 
maintain and update 
systems to help companies 
in the developed world 
remain competitive and 
react quickly to commercial 
opportunities. 

The remarkable success of 
the Indian software export 
sector since the mid 1980s is 
reflected in annual figures 
prepared by the National 
Association of Software and 
Services Companies (Nas- 
scom). 

In 1985, Indian software 
exports were worth just 
Rs30m but had grown to 
total Rs39bn (gl.lbn) last 
year. Nasscom . expects 
export revenues to be worth 
$l-8bn in the curre nt year 


and to reach $4bn by the end 
of the decade. 

Overall, software exports 
have been growing by more 
than 55 per cent annuall y 
over the last five years and 
the pace of growth shows no 
signs of slackening. 

The businesses responsible 
for this achievement are a 
diverse mixture of new start- 
ups, joint venture compa- 
nies, foreign implants and 
spin-offs from some of 
India's oldests and most 
well-established industrial 
groups. 

According to the Nasscom, 
there are more than 550 com- 
panies in India involved in 
software exports (another 
180 small companies collec- 
tively account for revenues 
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of less than RslOOm). 

Together, these companies 
employ about 160,000 soft' 
ware engineers - the second 
or third largest group of soft- 
ware professionals in the 
world, depending upon Rus- 
sia's ranking. 

However these companies 
vary dramatically in both 
size and structure. 

Last year, 52 companies 
exported more than RslOOm 
worth of software. This is 
compared with just five in 
199L 

Meanwhile, reflecting the 
growing stratification of the 
industry, the top 20 export- 
ers, which include compa- 
nies like Tata Consultancy 
Services, Wipro Infotech, 
NUT, Pentafour and Infbsys 
Technologies, accounted for 


almost 60 per cent of total 
exports. 

Typically individual com- 
panies and emerging indus- 
tries in developing countries 
like India move through at 
least three distinct phases as 
they enter new export mar- 
kets and begin to climb up 
the value ^hain. 

They begin by exporting 
cheap labour overseas or 
“body shopping". This 
phase, which the Indian soft- 
ware industry entered in the 
1980s, enables companies to 
buOd credibility with poten- 
tial clients, and while mar- 
gins in exporting cheap 
labour may be thin by inter- 
national standards, low man- 
power costs mean exporters 
can still achieve healthy 
profits. 

“The Indian software 
industry has been built on 
low cost labour," says Pra- 
deep Gupta, manag in g direc- 
tor of International Data 
Corporation India, the mar- 
ket analysts. 

Secondly, they begin to 
bring work back to their 
home countries using cheap 
labour to provide offshore 
services. This type of con- 
tract or project-based work 
eliminates costly travel and 
helps build the local infra- 
structure. 

In tKiii phase, many Indian 
companies have established 
“software factories" or units 
dedicate exclusively to a sin- 
gle client These high-secu- 
rity units - for example, 
those established by compa- 
nies such as NUT, Wipro 
Infotech, BFL and Madras- 
based Square -D - ensure 
confidentiality for long-term 
partners and operate as 
extensions to their in-house 
development teams. 

Satellite communications 
remove distance as an obsta- 
cle to doing business. India’s 
geographic location means 
global development teams 
can operate round-the-clock, 
passing work from (me site 
to the next 

The next phase is to build 
packaged software products 
for export overseas, or pro- 
vide high value-added ser- 
vices such as consultancy 
and systems integration. 
These are the highest mar- 
gin businesses in the global 


Software exports 
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Areas of Expertise 

\ Software Consulting and Systems Integration in the areas of Customer Care, Billing, 
HIP!!' Marketing & Sales and Service Management for Telecom, Utilities/Services 
Industries. 

Year2DOO Projects for large mission-critical applications based on IDMS, DB2, 
Oracle and C++. Fast emerging as a leading Year2000 Services provider. 

Software Re-engineering of legacy systems to NT /UNIX platforms and 
re-engineering of a huge and complex [CMS databases to DBZ databases. 

Development of integrated ERP Solutions covering marketing, purchase, stores 
production planning & control and accounts. 

^Development for tiie Banking end Financial Services industry, covering products x 
k' and bespoke software ■ Online Stock Trading solutions for brokers. 

Development and Implementation of Configuration and Fault-Management 
systems for private customer networks, using industry- standard Network 
Management platforms and protocols ■ Switch Management & Configuration for 
■ Telecom service providers ■ Consultancy Services in Networking. 

Internet-based Development including Electronic Commerce systems. 

The Consulting Services cover a broad spectrum of environments including: 

Mainframes, UNO, NT, Java, ActiveX, COKBA and unpopular database platforms. 
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Joins Naseon 


software industry and the 
longer-term goal of most 
companies in India as else- 
where. 

However, the packaged 
s oftwa re business in particu- 
lar requires more initial cap- 
ital - which is in short sup- 
ply in India - and is much 
more risky than contract 
work- Successful products 
also require good market 
understanding and hefty 
marketing expenses which 
offset tne cost advantages of 
developing software pack- 
ages in a developing coun- 
try. 

Today, most Indian soft- 


ware exporters still under- 
take contract work for their 
overseas clients - maintain- 
ing applications, converting 
code or migrating software 
from one platform to 
another. This supply of pro- 
fessional services in the 
form of customised software 
or professional consultancy 
is the bread and butter work 
of the industry. However, 
whereas the vast bulk of this 
work used to be done at the 
customer's site, a growing 
proportion of it is now bang 
carried out offshore in India. 

According to Nasscom. the 
proportion of work under 


taken for customers on-site 
has kitten from mure than 90 
per cent at the start of the 
decade to 38 per cent today. 

This shift reflects both (be 
desire of Indian companies 
to capture more of the value 
added in their work, and the 
growing confidence of multi- 
nationals in the ability of 
Indian software companies 
to deliver high quality prod- 
ucts and services on time. 

At the same time, instead 
of limiting themselves to 
supplying basic data entry 
and code-bashing services, 
companies are undertaking 
more challenging work for 
their overseas clients or par- 
ents. including full-scale pro- 
jects from design to testing 
and delivery. 

Most erf the larger Indian 
companies are also expand- 
ing their international pres- 
ence. They are setting up 
offices in the US. Britain, 
continental Europe and now 
in South-east Asia and the 
Far East 

The objective of overseas 
offices is to win new busi- 
ness and build relationships 
with offshore clients. As one 
industry leader put it, the 
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offices are "helping to raise 
the comfort level with 
Indian outsourcing". 

Some are also beginning to 
look for partners in neigh- 
bouring countries like Pakis- 


tan. Bangladesh. Nepal and 
Sri Lanka. This raises the 
possibility that the Indian 
software industry could 
become the centre of a 
regional hub. 


DOMESTIC IT MARKET * By Paul Taylor 


B 


y most measures. 
India, for all its sue- 
1 cess in software 
design and engineering, 
remains relatively impover- 
ished in terms of IT infra- 
structure and deployment 
With just 1.5 telephones 


The house is built - now 
to furnish the interior 


India’s software industry is gaining strength abroad, but there is still work to 
penetration rates in Asia, be done at home before the domestic market will have similar successes 


The installed personal com- 
puter base in a nation of 
over lbn people stands at 
just 1.8m units. Most seg- 
ments of India's antiquated 
public sector have yet to 
embrace technology despite 
the dire need far reform. 

The slow pace of techno- 
logical advance has already 
forced some multinationals 
to re-evaluate their direct 
investment strategies and 
scale back their expecta- 
tions. Nevertheless, despite a 
recent economic slowdown, 
there are some indications 
that the climate for the 
domestic IT industry may be 
improving. 

In India’s main cities 
-Bombay, Calcutta, Madras 
and New Delhi - GSM 
mobile telephones have 
become must-have items for 
India's large and growing 
middle classes. Motorola 
manufactures pagers at a 
plant near Bangalore. It pre- 
dicts that 10m pagers will be 
in use in India by the year 
2001. 

Although local businesses 
complain that new lines still 
take for too long to material- 
ise - even when bureaucratic 
wheels are oiled with the 
usual bribes - the fixed tele- 
phone system is showing 
some signs of improvement 
As import duties have 
been cat and tough new 
copyright laws enacted, 
pirated software has been 
replaced with strong sales of 
legitimate packaged soft- 
ware. Companies like Micro- 
soft, Symantec and Adobe 
sell their packages here. 

In India’s embryonic per- 
sonal computer market 
‘grey -market 1 PCs - locally 
assembled machines made 
up with illegally Imported 
components - have been 
overhauled by branded 
Imports from companies life* 
Compaq Computer, Wipro- 
Acer and International Busi- 
ness machines. 

While brand name imports 
take a growing market 
share, local manufacturers - 
PCL. HCL InfoSolutions, 
Zenith - have been locked in 
a price cutting battle. Prices 
for mid-range Pentium-based 
machines have tumbled to 
around Rs30,000 (£476) and 
forced a number of compa- 
nies, including PCL, Into 
extensive restructuring: 

However some manufac- 
turers, including HCL Info- 
Solution s remain undaunted. 
The group has reacted to 
lower PC prices and 
squeezed margins by 
expanding its PC operations 
and gearing up for what it 
hopes will be an PC sales 
boom. 

"We expect to be selling 
over 100,000 PCs a year and 
believe we can win 10 per 
cent of the market," says 
Arun Dang of HCL. 

Those are ambitious but 
not outrageous targets. 
International Data Corpora- 
tion's Delhi-office estimates 
that around 473,000 PCs were 
sold in 1996/97 and that the 
figure will rise to about 
636,000 in the current year 
(excluding about 20,000 PC 
server sales). They say the 
figures will reach 1.1m units 
in 1999/2000 based upon a 
realistic compound annua] 
growth rate of 32.6 per cent. 

If IDCs optimistic projec- 
tions were realised. PC sales 
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would grow by 40.8 per cent 
to l-32m over the next three 
years. Even IDCs pessimis- 
tic forecast, based upon com- 
pound annual growth of 25.3 
per cent, would see sales this 
year of just under 600.000 ris- 
ing to 931.000 in 1999/2000. • 

Sales of domestically pro- 
duced CD-Rom titles and 
multimedia training pro- 
grammes are growing. Com- 
puter training schools have 
mushroomed. And today 
more bright young Indians 
would rather become soft- 
ware entrepreneurs than 
doctors or lawyers. 

Under pressure from the 
IT sector, Internet access is 
being liberalised - Internet 
connections grew by 30 per 
cent last year to 45,000 - and 
other telecoms services are 
likely to follow. For India's 
emerging technology compa- 
nies, the web provides an 
ideal shop window for their 
services - and a level 
playing field on which to 
compete with rivals in the 
West 

In the public sector, a few 
state governments and cen- 
tral government depart- 
ments are beginning to 
adopt technology in an effort 
to improve efficiency and 
the delivery of services. 

In industry, sales of high- 
old business software from 
companies like Germany's 
SAP are growing strongly as 
India's commercial and 
industrial business houses 
face up to the need to invest 
in IT to ensure that they can 
compete in both the liberal- 
ised domestic market and 
overseas. 

"Potentially this is a huge 
market." says Ajay Mulpani, 
a industry analyst with Cas- 
pian Research in Bombay. 
Indeed this improving 
domestic outlook is reflected 
in the financial markets. 
Shares of India's leading 
technology companies, par- 
ticularly those with strong 
technology bases, product 
strategies or service offer- 
ings have soared over the 
past year. 

For example, shares in 
Infbsys. the Bangalore-based 
technology group, have risen 
25 fold over the past year. 
This reflects the determina- 
tion of the company to 
become “a world class soft- 
ware house in the global 
market" and to compete "on 
quality and productivity and 
not just cost". 

Although the domestic 
Indian software market has 
traditionally lived in the 
shadow of the dynamic 
export sector, it has never- 
theless recorded strong 
growth in recent years. The 
domestic market has expan- 


ded by almost 49 per cent 
over the past five years, 
growing from Rs3.2bn in 
1991 '92 to Rsmibn in 1996/ 

97. 

Last year's figure includes 
both the sale of imported 
software packages as well as 
domestically developed soft- 
ware packages and services, 
but it excludes the large vol- 
ume of in-house software 
development 

“For many years the 
domestic software industry 
in India had been growing 
slowly and lagged behind the 
growth of the export indus- 
try,'' notes National Associa- 
tion of Software and Services 
Companies. "However this 


situation is fast changing. In 
the past couple of years, the 
domestic software industry 
has started to show maturity 
and achieve high growth 
rates of 40-50 per cent. 

"The industry players 
have realised that software 
export is very much depen- 
dant on the ate of the inter 
nal market that exists for 
developing software." 

According to Nasscom 
estimates, the domestic soft- 
ware industry will record 
sales of Rs36bn this year and 
grow to RslShn by the end 
of the decade as the pace of 
domestic IT adoption accel- 
erates. But there are a num- 
ber of other reasons behind 


the recent surge in domestic 
software sales. These include 
the elimination of impart 
duties on imported software. 

Coupled with growing 
home PC sales and a marked 
shift towards packaged soft- 
ware. these factors have pro- 
duced a surge of interest in 
the domestic market and a 
boom in IT training for com- 
panies like NUT and Apteeh. 

The growth and potential 
of the domestic IT market 
has also caught the attention 
of multinationals. Micro- 
soft's Indian sales and 
operations are expanding 
rapidly. Other multination- 
als targeting the growing 
Indian domestic market 
include Novell, Oracle and 
Computer Associates. 

Overall Nasscom reckons 
there are 430 companies 
operating in the domestic 
Indian software market. 
Prominent local companies 
include Tata Consultancy 
Services, Wipro. the govern- 
ment owned CMC group. 
Onward Novell, Sonata, Tata 
Unisys. Rolta and Mastek. 

Although sendees and 
turnkey projects still 
account for a large proper- 

Continued on facing page 
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Our customers 
are very fond of Tee Breaks. 



MmcCqc t5.45/trs. Goff count. 


(Here's why they can afford to take them.) 

When It comes to choosing critical technology to grow your operations, 
you could either get stuck la a bunker or drive straight down the green. 

146 customers In 43 countries around the' world, relate cm software to sunlight 
on a well-manicured golf course. AfeeHne of peace ofm/ntf 
With our rich experience in ffankfne and Financial Systems , we ensure you get 
the right solution for every situation. Solutions that are customized to best suit your 
specific needs. 1 1 support centres worldwide play the unobtrusive role of caddy 
and ensure you get prompt assistance when you need It, 

Discover the pleasure of working with a company that has been rated among 
terJOP 2%. ot software companies in the world for p mammy 
(SEI-CMM Level 4). With a sharp focus on banking ami financial software. 

And rich experience in off-shore execution of targe and complex protects 
tn leading edge technologies. 

So leave your banking automation needs to us. 

And take time off to chose that elusive Uote-tn-ooe. 

CTT7L Products 

• MIcroBaoktr - trcJegraiad Corporal Banking Sctufion •Rnwa- RenH Banking Solution 
• UonayUgkK- Treasury Management System 
• Customer Accaas System (CAS) - Remote Banking System 
• FtaxCuta - Next Generation BanfcJng Software • FundaPower- Mutual Funds Solution 

SeK&Sso faP 

•Canto of Excefance ferDetaWarehousog •Internet Solutkjn 
•Process and OuaByMumgammuSolutlm •Custom StiuNOM 

CITIL 

Citicorp information Technology industries Ltd, 
international Marketing Group 
S0F1. UnitlO-11. SEEPZ, Andhsri (East), Mumbai-400 096. Mia. 

Tel : 91-22-6369995 Fax : 91-22-6369767. E-mail : m^omOglasbmOl.viiM.Mt.ln 
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THE MULTINATIONALS * By Paul Taylor 


INDIA’S SOFTWARE INDUSTRY 


3 FT-IT 


Oracle goes into 
Combat and wins 
another battle 

At the Indian Development Centre in ti, which move 
bangalore, Oracle built an operating stunning new tui 

r* *5 ^ e K of some ° f 

inaia s nest ana brightest engineers fodiity. srini Rajan 


W hen Larry Ellison 

Oracle's flamboy- 
ant chairman, 
unv eilled ins vision for the 
network computer - a th™ 
client device designed to cut 
the cost of corporate comput- 
ing - it was left to Jerry 
Baker. Oracles's ch ie f oper- 
ating officer, to turn the 
vision into reality. 

One of the challenges fac- 
ing Mr Baker as chief execu- 
tive of Oracle's NCI subsid- 
iary was to develop an 
operating system for an NC 
based on an Intel micropro- 
cessor. 

“This was one of Oracle’s 
highest visibility projects, H 
notes Ran j an Chak, execu- 
tive director of Oracle Soft- 
ware’s Indian Development 
Centre (IDC) in Bangalore. 

Mr Chak explains; “it all 
started when Jerry Baker 
called me on July 1 last year 
and set up a challenge for 
IDC to develop and operating 
system prototype within 12 
weeks. 

“I called in the IDC man- 
agement group and within a 
couple of hours we had 
carved out a separate team 
by stealing members from 
all the existing project 
teams." 

Oracle's IDC unit was set 
up three years ago and has 
grown to include 150 soft- 
ware developers. They are 
working on highly sophisti- 
cated projects ranging from 
automatic porting tools and 
a support assistant to speed 
up customer response times 
to Oracle Installation Studio, 
a development tool used to 
create standard installation 
packages for Oracle projects. 

The highly confidential 
NC project was code-named 
Combat Spurred on by the 
knowledge that a rival Ora- 
cle team based in the US was 
also working on the project, 


the IDC team worked long 
hours. 

“We even had a room 
booked in a hotel nearby in 
case someone needed to steal 
a few winks,” says Bikramjit 
Gupta Sharma, project man- 
ager on the NC project “We 
knew that this project was 
crucial, and we had to 
deliver." 

The Combat team began 
work on July 8 last year and 
finished throe months later 
on October 8. just in time to 
allow Ellison to demonstrate 
the Intel-based NC in Tokyo 
that month. 

"Today we have full 
responsibility for the operat- 
ing system and kernel for 
the Intel NC.” says Mr 
Sharma. 

Their efforts won high 
praise from Mr Baker. “IDC 
has been successful in every 
venture and over achieved is 
every way," he says. “That is 
the reason I enlisted IDCs 
support in developing our 

first corporate NC I 

knew I could count on IDC 
delivering against all the 
odds." 


O racle is just one of 
the big US IT groups 
that have tapped the 
Indian market as a source of 
highly skilled and strongly 
motivated software engi- 
neers. These engineers are 
available at a fraction of the 
cost of their US counter- 
parts. 

Other US multinationals 
that have established captive 
software development units 
- working on international 
projects and haying world- 
wide responsibility for par- 
ticular products - include 
Texas Instruments, one of 
the first US companies to set 
up a dedicated facility in 
Bangalore, Novell and Moto- 
rola. 


TI, which moved into a 
stunning new building in 
Bangalore two years ago, 
now has 330 people in the 
facility. Srini Rajam, manag- 
ing director, expects this fig- 
ure to grow by between 100 
and 150 over the next two 
years. 

The Indian centre has four 
project teams focused on 

designing digital si gnal nro- 
cessors (DSPs), analog 
devices, application software 
and application specific inte- 
grated circuits (Asics). 

The Indian facility has 
been at the forefront of TTs 
efforts to exploit its leader- 
ship in the fast growing mar- 
ket for DSPs. These are used 
in many electronic devices 
ranging from mobile phones 
to modems. 

Mr Rajam says with pride 
that the parent company has 
“tremendous confidence in 
us. People think we can do 
anything". 

Novell's huge software 
development facility on the 
outskirts of Bangalore has a 
similar reputation. The soft- 
ware development centre 
employs 200 engineers who 
are working on key compo- 
nents of Novell's Manage- 
Wise and GroupWise prod- 
ucts including gateway and 
storage management 
systems. 

“The quality of our people 
is excellent.” says Vikram 
Shah, managing director. 
Indeed, despite Bangalore's 
overstretched infrastructure 
and notorious power prob- 
lems, US, European and 
even a few Asian multina- 
tionals are continuing to 
arrive. Among the recent 
new entrants are Siemens, 
which has established a 
large software development 
operation and Lucent, the 
US telecommunications 
group which is building a 
new facility next door to TL 

But other foreign multina- 
tionals are choosing differ- 
ent Indian cities and differ- 
ent methods to tap the 
Indian market For example 
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IBM's Software Development Contra, Bangalore. Tbo area Is also 
known as Silicon Plateau, due to its many software developers 


Cisco, the networking equip- 
ment leader, announced in 
August that it was setting 
up a software development 
facility in Madras in partner- 
ship with HCL, the Indian IT 
group. 

Most recently Microsoft 
confirmed plans to set up a 
software development centre 

in India ending months of 

speculation since Bill Gates, 


Microsoft’s chairman, visited 
India earlier this year. 

Speaking in Delhi last 
month, Orlando Ayala, 
Microsoft's vice-president for 
international operations, 
said the US software giant 
would make a detailed 
announcement soon. “It is 
not a question of it it is a 
question of when,” he says, 
describing Indian software 


skills as “unparalleled”. 

However, Microsoft has 
yet to provide details as to 
the size of the Indian invest- 
ment, the centre's likely 
location or the products in 
which it might specialise. 

Microsoft will be one of 
the last US IT multinationals 
to take the plunge and set 
up offshore operations in 
India - although US compa- 


nies are still well ahead of 
their European and Asian 
counterparts. 

Bangalore itself is often 
decribed as India's Silicon 
Plateau. Indeed, once inside 
one of the air-conditioned 
offices leased by Western 
high technology groups in 
downtown Bangalore or else- 
where in India, it is easy to 
forget that this is India, and 


not California. 

The companies use 
high-powered Sun Microsys- 
tems and Silicon Graphics 
workstations. Video-confer- 
encing and high-speed satel- 
lite telecommunications 
links have t ransf ormed thosp 
buildings into virtual offices 
which could just as easily be 
in San Mateo, California, 
Tokyo or London. 


DOMESTIC MARKET 


A growing range of business packages 


From facing page: 

turn of the overall domestic 
IT market, packed software 
is claiming a growing share. 
Sales of packages grew by 
about 40 per cent last year, 
led by Cad/Cam and rela- 
tional database management 
systems (RDBMS), and finan- 
cial software packages. 

Among the fastest growing 
market segments are the 
manufacturing, financial ser- 
vices and government fields. 
Sales of enterprise resource 
planning (ERP) packages 
grew by 46 per cent. Cad/ 
Cam packages grow by 48 
per cant. RDBMS increased 
by 28 per cent, and sales of 
financial accounting pack- 
ages grew by 25 per cent. 

Overall, Nasscom reckons 
overseas companies 
launched 156 new software 
packages last year - produc- 


ing a bonanza for big resell- 
ers such as Bangalore-based 
Wipro. However, domestic 
packaged software vendors 
have also performed well. 
According to Nasscom. 127 
new products from Indige- 
nous software suppliers were 
launched last year. 

The leading domestic 
packaged software develop- 
ers include Infosys, whose 
rapidly expanding product 
portfolio includes the Bancs 
2000 banking package. But 
Nary ay an Murthy, Infosys 
chairman and managing 
director, admits: “We have 
not been able to sell as many 
copies as we expected 
because the automation of 
the banks hasn't been taking 
place as quickly as expec- 
ted." 

Undaunted, Infosys has 
"now developed Websetu, an 
electronic commerce tool. 


Another successful indige- 
nous software package devel- 
oper is Bombay-based Mas- 
tek (see report, page 6). Its 
products include the Mamis 
enterprise resource planning 
package, together with life 
insurance and securities 
industry offerings, NUT , part 
of the HCL group, CITL and 
TCS in Bombay, Bangalore- 
based Synetics and Madras- 
based Ramco, whose ERP 
package has won critical 
acclaim and competes head- 
to-head with SAP. 

These companies bave 
begun to prove that domes- 
tic Indian software develop- 
ers can build innovative, 
leading-edge business soft- 
ware packages capable of 
competing in the global soft- 
ware markets. Their success 
is likely to encourage other 
Indian software entrepre- 
neurs to follow. 







Maryayan Murthy, chairman of Infosys: "Bank automation has not 
taken place as quickly as many expected* 
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Services 
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Total Solutions. 
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www.guifusa.com 
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The wrong 
Year 2000 decision 
will be your last! 


NUT software development, training and customised multimedia 
development provides the best cost-effective solution. 


The closer you get to the Year 2000, the more IT consultants will charge 
to solve your century dated problem. With millions of Date-Critical systems 
and only a limited number of Qualified 'IT Engineers', choosing the wrong IT 
partner will cost you a lot more than the Year 2000 solution. The only cost- 
effective solution is to build your own internal Year 2000 team in 
partnership with NIIT, one of the world's leading FT solutions providers. 


World-class organisation 

NUT is a global force in consultancy software 

development and training, delivering advanced 

IT solutions using state-of-the-art products and 

tedinoJogies:- 

• Synergy of consultancy, software development, 
and training skills 

• Proven expertise m dient/server and migration 
solutions 

• Development processes compliant with the 
stringent SEJ CMM Level 3 requirements and BO 
9001 Uck IT scheme ensuring quality software 

• leading edge interactive multimedia solutions 

• Over 3000 fuHy employed IT professionals 

■ Continuous research into training methodology 

• vast range of courses for IT professionals and 
end users. 


For a realistic, cost-effective solution to Year 
2000 compliance, start building your team now. 
Call NITT before it's too late on: 

0800 731 22 33.. 

Westfields, London Road. High Wycombe. 
Buckinghamshire, HPH 1HP, England. 

TeL- +44 (01494) 599 133, Fax: +44 (01494) 539 444, 
Web; www^iitcom 


Training your team for the 
Year 2000 and beyond 

NUT has developed a number of relevant training 

programmes specifically to help corporate IT teams 

achieve their Year 2000 skills goals:- 

• Modular programmes to achieve the right blend 
of skills to achieve compliance even with older 
legacy systems 

.• Training configured for various levels of 
knowledge or experience 

• Cost-effective training through integration of 
Instructor-led and technology-based training 

■ Customised training solutions through bespoke 
multimedia and instructor-led training 
development 

- Over 500 training centres worldwide 

- Over 150,000 students and professionals trained 
every year 

- Worldwide solutions in Year 2000 skills and projects 

- Visible impact of skBb and expertise in Year 2000 
solutions 

- Operating in 15 countries across Europe,, USA, Asia 
Africa and Australia. 
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INDUSTRY VIEWPOINT • By Dewang Mehta 


An emerging 


software 


superpower 


A leading figure 
of India’s 
software industry 
explains its 
growth and 
examines its 
prospects 


T he next tune you buy 
a pair of Leris or Ree- 
faoks take a moment 
to ponder the process that 
brought these products to 
you. While it takes just eight 
minutes to stitch a pair of 
Levi 501s, there are hun- 
dreds of stages involved in 
converting the raw denim 
from the mins to the final 
product in the shops. These 
stages can be a process man- 
ager's nightmare. 

Information technology 
provides the solution. The 
millions of people who wear 
the latest pair of jeans or 
trainers may not realise that 
software houses in India are 
to thank for the efficiency 
with which their favourite 
brands reach them. 

Just as the gulf region has 
its crude oil and South 
Africa its gold and dia- 
monds, India's natural 
resource is its abundance of 
technically skilled man- 
power. This natural resource 
easily transforms India into 


a software paradise. It is 
hardly surprising that when 
people discuss worldwide 
software development today, 
they talk of India - metre 
precisely the Indian software 
industry. 

What is behind India’s suc- 
cess in providing efficient 
software solutions? Some 
say it is the natural Indian 
proclivity for mathematics. 
Others quote the fact that it 
was, after ail, India who 
invented the numeral zero. 
Still others point to the 
country's cost and quality 
advantage. The truth encom- 
passes all of these reasons, 
as well as many more. 

India offers cost-effective- 
ness. quality, reliability, 
Speedy deliveries and. above 
all, use of state-of-the-art 
technologies in software 
development. Last year, 131 
of Fortune 500 companies 
outsourced their software 
requirements to India. 


Evidence 


A compounded annual 
growth of about 55 per cent 
in the last five years speaks 
volumes about the perfor- 
mance of the Indian software 
industry. During the 1997-88 
fiscal year, India’s software 
industry is expected to earn 
revenues of RslObn ($JL8bn). 
Of this, exports may be as 



WIPRO SYSTEMS - YOUR FORCE 
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Team up with Wipro. The No.l IT company of India. An ISO certified, 
SEI-CMM Level 3 organisation. With over 3500 software professionals 
worldwide, Wipro has successfully taken large Year 2000 projects into 
production. 


With the proven W1PR02000 , “ Methodology and a productivity 
tool-set DA-TE-2000™ to automate conversion, Wipro Systems is a 
perfect one-stop-shop for your Year 2000 solutions. 
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high as Rs64ba - 

According to a. World 
Bank survey, India was 
rated as the top outsourcing 
destination by vendors in 
the US. 

The survey also indicated 

that Ipdtfl mnnnanrt-g a 16.7 
per cent market share in the 
global customised software 
development market (How- 
ever, India's market share in 
the global products and 
packages market is quite dis- 
mal). 

International observers 
agree that India is reaching 
the top of the league in soft- 
ware development. When 
Microsoft's Bill Gates visited 
India in March, he observed 
that India will -emerge as the 
software s u perpower of the 
21st century. Many Indians 
share his sentiments. 

The pace of growth of the 
software industry has, how- 
ever, been so phenomenal 
that growth of the infra- 
structure and domestic 
demand in India have not 
been able to keep up. More- 
over, the rate of penetration 
of the personal computer in 
India has been poor. 
Although software exports 
have been increasing 
steadily, the growth of com- 
puterisation within the 
country - in government, 
industry and hanking - hag 
been slow. The important 
questions now are when and 
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how India will emerge on top 
of the software league. 

Although the Indian soft- 
ware industry has been 
growing by 50 per cent annu- 
ally, industry experts in 
India are not satisfied. They 
would like to see growth 
rates of at least 100 percent 
There are indications that 
such growth can be achieved 
quite soon. 

Over the past few years. 


indicate that in the next IQ 
years, India is bound to have 
at least 25 more ‘info-cities' 
with the latest infrastruc- 
ture and connectivity. 

N. Cbandrababu Naldu. 
the ‘IT savvy* chief minister 
of Andhra Pradesh, has 
taken the lead and estab- 
lished the city of Hyderabad 
as a major software cen- 
treJLocally. Hyderabad is 
fast being referred to as 


rat, Tamil Nadu, West Ben- 
gal, Kerala, Rajasthan and 
Himachal Pradesh are draft- 
ing state IT policies. They 
are in a race to set up as 
many software development 
cities as possible. 

These developments have 
led almost all the major soft- 
ware houses to set up devel- 
opment centers in India. 
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Dewang Mehta, Nasscom’s energetic executive direction he ' 
recently named aa India's TT man of the Year 1 


Bangalore has gained an 
international reputation as 
the Silicon Valley of India. 
But is one Silicon Valley city 
enough for India? Events 
over the past few months 


‘Cyberabad’. 

Not to be left behind, other 
chief ministers are trying to 
promote info-cities in their 
states. Karnataka, Goa, 
Orissa. Maharashtra, Guja- 


Research 

In the next 10 years, India 
will emerge as a global R&D 
centre for software. Already, 
ComputerVision does 50 per- 
cent of its global R&D at 
Pune in India. Novell has set 
up their R&D Centre at Ban- 
galore. The operating system 
for Oracle's NC was also 
written in Bangalore. Baan 
has announced that it would 
undertake 80 percent of its 
global R&D at Hyderabad. 
IBM, Microsoft, Oracle and 
Sham Graphics are heavily 
investing into R&D schools 
in India. 

Far any software industry 
to be strong and -vibrant, it 
has to have its own share of 
IPR ownership. It is the 
power of IPR that makes or 
breaks the software indus- 
try. Increased R&D activities 
are bound to establish India 
as a technology leader. This 
will set in motion India's 
entry into the top league of 
software developers. 

Recently, the so-called 
information superhighway 
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has caught the imagina tion 
of the Tnrtian people. There 
are only about 45,000 Inter- 
net connections in India at 
present, but this figure is 
expected to grow. The gov- 
ernment recently announced 
an Internet Service Provider 
CISP) policy, which will help 
to escalate the pace of pro- 
viding Internet connectivity 
in India. In other words, 
India may only have an 
information superfootpath, 
but it is fast becoming an 
information superhighway. 

Within the ISP policy, the 


government has sanctioned 
a budget of Rsl2bn to estab- 
lish a high-speed national 
telecom backbone. 

In hardware technology, it 
is said that set-top boxes are 
likely to replace today’s per- 
sonal computers and televi- 
sions. Today, more than a 
third of US households have 
personal computers. Iu 
India, only one out of every 
TOO homes has a computer. 
The Indian government is 
applying strong measures to 


Continued on facing page 


WT&mmPOiSCr • By Amy Louise Kazmin 




Long way to go on a bumpy road 


In spite of India’s computer talent, 
the country has a mere 50,000 
Internet subscribers. There is, 
however, plenty of pent-up demand 


I ndia may be a supplier of 
computer programming 
brainpower for the 
global information technol- 
ogy industry, but as a 
stretch of the super high- 
way, it's little more than a 
bumpy, slngie-lane read. 

While foreign companies 
like AT&T, Global One, Com- 
puServe and IBM have 
watched in frustration, 
access to the Internet has 
remained a tightly con- 
trolled government monop- 
oly. India's international 
telephone company, VSNL, 
is selling 500-hour, annual 
Internet subscriptions for a 
whopping $420 - nearly 
twice the monthly salary of 
an entry-level computer 
engineer. The government's 
hefty up-front charge, a lack 
of promotional efforts and a 
reputation for unreliable ser- 
vice has left India behind in 
the Internet race. For all its 
computer talent, the country 
currently has a mere 50,000 
Internet subscribers, though 
there's plenty of pent-up 
demand. 

Yet India's information 
technology Industry is now 
poised for a fillip. 

In September, India’s Cabi- 
net agreed to let private 
Internet service providers 
set up shop for the first time. 
In doing so, officials con- 
ceded that it will take the 
marketing muscle and cus- 
tomer service of private com- 
panies to popularise the 
Internet, and bring its bene- 
fits to a wider Indian audi- 
ence. 


W hen it comes to the 
numbers, officials 
are aiming high: 
they say they would like to 
see India boast L5m to 2m 
subscribers by the year 2000. 
Computer professionals now 
talk hopefully of the poten- 
tial for a fast-moving Inter- 
net boom comparable to the 
cable television revolution 
that swept India several 
years ago. 

Tfs going to be part of 
everybody’s life," says Anjeli 
Sinha, director of Status 
Infonet Limited, a New Del- 
hi-based networking com- 
pany that designs and main- 
tains corporate websites. 

“We can see a tremendous 
business potential" 

It is, however, too soon to 
celebrate. Although poten- 
tial Internet service provid- 
ers are cautiously optimistic, 
technical details are still 
: bong thrashed out. Officials 
I have not yet decided 
whether all existing telecom- 
munication infrastructure - 
Including India's new and 
upcoming privately owned 
cellular telephone and basic 
telephone networks - will be 
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allowed to cany data traffic. 
If not, private service provid- 
ers will have to depend on 
the government - their com- 
petitor - to make fines avail- 
able, a not entirely comfort- 
able proposition. VSNL will 
also retain its monopoly over 
international access to the 
net. Potential Internet ser- 
vice providers are lobbying 
to be allowed to select their 
own foreign h al f channel - 
that is to link directly to the 
international backbone of 
their choice after going 
through the VSNL gateway 
- but the proposal has met 
with resistance from VSNL. 
The matter has now been 
referred to India's Cabinet 
secretary for further consid- 
eration. 

The outcome of the half 
channel battle is likely to 
determine Just how much 
telecom and information 
technology heavy-weights 
are willing to invest in 
India’s Internet business. 

At present. VSNL routes | 
most of its international traf- , 
fle in bulk through MCI. But 
companies like Global One 
or AT&T will not be too 
eager to market Internet ser- 
vice in India if it means gen- 
erating more traffic for their 
rival. If they set up Internet 
services, they say they must 
be allowed to link up 
directly to thetr own systems 
after going through VSNL’a 
international gateway. 

“If that doesn't come 
through, you have a real 
challenge asking multina- 
tionals to set up a branded 
service," says Virat Bhatia, 
of AT&T. Foreign equity 
caps are another constraint 
With a 49 per cent foreign 
equity limit on Internet ser- 
vice providers, global tele- 
com companies say their 
investment wifi be limited to 
what local partners can bear. 


exploding Internet demand. 

“Speed is of the essence,” 
says Dewang Mehta, director 
of the National Association 
of Software and Service 
Companies. 

. “If the backbone comes 
after five years, that’s too 
late in the day.” It is not just 
speed that counts. Compet- 
ing networks would also 
reduce consumer costs, 
attract cutting edge technol- 
ogy and help develop the 
infrastructure. 

But the government, 
which has a monopoly in 
domestic long distance as 
well as international phone 
service, fears that privately 
owned data links would be 
widely used for voice traffic, 
eroding their revenues. 

Despite the gaps, industry 
analysts say there is much 
to be pleased about. 

“It's a major milestone,” 


says Suresh Aswani, general 
manager for network ser- 
vices of IBM Global Services 
India. “There are lots of posi- 
tives here." 

Among them: the govern- 
ment has decided that Inter- 
net service providers wifi be 
allowed to directly intercon- 
nect among themselves; and 
VSATs will be allowed to 
carry data transmissions. 
Once application procedures 
are formulated, analysts 
expect Internet service to 
sprout in cities that cur- 
rently have no access to 
VBNL's network. And faced 
with imminent competition, 
VSNL’s own service is also 
steadily improving. Six 
months ago, Internet users 
In the Indian capital griped 
that it was nearly impossible 
to get online during busy 
working hoars. But the addi- 
tion of more lines, consoli- 


dated on just a few tele- 
phone numbers, has made 
access for easier, even dur- 
ing prime working hours. 

Several Indian IT groups 
have a web presence. Wipro 
Infotech ( zeiow.wipro.com If - 
info tech, him l), NIIT 

(mow.niit.com) , and of 
course Videsh Sanchar 
Nigam Limited, India’s inter- 
national telecoms service 
provider. 

One of the best sites for an 
overview of the Indian soft- 
ware industry is www.soft- 
waro-india.com, which also 
features a useful company 
directory. IDC’s India site, 
www.idcindid.com, is also 
worth a visit for a view of 
the domestic industry. 

For general information 
try B G Mahesh's web site, 
(www.mahesh.com). Data- 
quest India's IT magazine, is 
on www.dqindia.com. 









In the dark, all cats are grey. 

But pedigree shows. 


This is a clever way that 
the government is nging to 
stifle competition against 
itself," says the India coun- 
try manager for one leading 
telecom company. 

The domestic telecom 
backbone is another con- 
cern. India has decided that 
private investors will ini- 
tially be barred from build- 
ing or operating their own 
high-speed national data- 
transmission infrastructure. 
Instead, the government 
intends to spend $333m over 
five years to build a 2.5 giga- 
bit fiber-optic network that 
everyone in the industry can 
use. 

While the goal is laudable, 
analysts fear that New Delhi 
- notorious for lengthy 
delays in implementing pro- 
jects - will not build Cast 
enough to keep pace with 


Ail IT solution providers look alike. 
Until you get behind the claims, and 
onto the credentials. Consider ours. 
We have ■ ISO 9000 certification 
■ SEI level 3 rating ■ SAP-certified 
consultants ■ Several thousand 
person-years of experience ■ Offices 
in USA, Europe, Japan ■ Ready 
capacity in four large offshore develop- 
ment centres ■ Multiple satellite links 


to client locations. 

And we’re part of the L&T Group of 
companies — a $1.5 billion organisa- 
tion rated amongst the top three 
companies in India. 

On your next software assignment, 
trust LT1TL to deliver customised 
solutions with a fixed-price option. 

After all. it pays to go for pedigree. 
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• IBM Mainframe 

• Year 2000 compliance 

e. Open Systems 

• Euromoney conversion 

a Internet solutions 
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e Embedded Systems 
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e Telecommunications 

• Networking 
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SOLVlNGTWE ‘YEAR 2000’ COMWTCRPROBLEM 
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Timely opportunity for India Inc 


Software companies are busy helping to solve the year 
2000 computer date problem as well as progr ammin g for 
European economic and monetary- union 


T he 'millennium bomb’ 

or year 2000 computer 

date problem could 
prove to be die “icing cm the 
cake of success** for India’s 
offshore software companies. 

The ‘Y2K* issue - as it is 
often called - threatens to 
disrupt information technol- 
ogy systems and other elec- 
tronic equipment through- 
out the world because many 
older computer programmes, 
databases and embedded 
micro-controDers use just 
two digits to denote the year. 
They will, therefore, be 
unable to deal with the date 
change on January l 2000 
unless huge s ums are spent 
to correct the problem. 

Kesearchers at the Gartner 
Group have estimated it 
could cost as much as SfioObn 
to tackle the Tninp-rmiiim 
problem, but time, or rather 
the lack of it, could pose an 
even greater challenge. 

In addition, the people 
needed to quantify, plan, 
execute and test software 
changes in private and pub- 
lic sector enterprises 
throughout the developed 
world are in short supply. 

“The millennium bug 
means tremendous opportu- 
nities for Indian software 
companies.” says Dewang 
Mehta, executive director of 
the National Association of 
Software and Services Com- 
panies. “Many Indian compa- 
nies have already taken up 
this challenge and see it as a 
significant opportunity - it’s 
‘extra 1 cash," says Mr Mehta. 

He estimates that at least 
$2bn of Y2K work could 
come to India - still a rela- 
tively small amount, given 
the scale of the worldwide 
problem - and a further 
Slbn of Emu-related software 
work could follow. 

Last year, the national 
association formed a special 
Interest group on Year 2000 
issues. The Directory of Year 
200 0 Solution Providers from 
India lists 135 companies 
which either have tools or 
are providing solutions to 
the problem. 

Indeed, over the past few 
years most of India's leading 
offshore software develop- 


ment companies have set up 
dedicated Year 2000- units or 
complete "software facto- 
ries”. Some, like HCL Con- 
sulting, have signed partner- 
ship deals with US and 
European tool vendors, com- 
puter services organisations 
and consultancies. 

HCL Group’s joint venture 
with James Martin, the US- 
based service provider, com- 
bines what Gartner has 
described as "the leading 
redevelopment and Year 
2000 solutions methodology” 
with HCL’s "software facto- 
ries” ■ which are aimed at 
reducing project time and 
cutting project costs. 

"The cost-savings for these 
(Y2K) projects, if conducted 
offshore, will range from 
30-60 per cent less than com- 
petitive offerings that do not 
include offshore services,” 
said Gartner analysts. 

Such claims are backed up 
by the experience of compa- 
nies like Bombay-based 
Datamatics which operates 
one of the country's largest 
Y2K software conversion fac- 
tories and has evolved, its 
own integrated conversion 
programme dubbed Datama- 
tics Solution 2000. 

“An offshore software 
facility hn« the potential to 
reduce your IT costs by 40 to 
50 per cent while meeting 
software project schedules, " 
says the company. "Both 
advantages are crucial to the 
Year 2000 problem with its 
characteristic laige volumes 
and finite worldwide dead- 
line." 

Many Indian software 
companies, including Data- 
mation are using Y2K tool- 
sets developed by US market 
leaders Hke Viasoft and Peri- 
tus and Micro Focus, the UK- 
based group. Others, includ- 
ing Delhi-based IIS Infotech, 
have developed their own 
proprietary methodology and 
tools to provide a compre- 
hensive solution to the prob- 
lem. 

IIS uses its own Year 2000 
tool called IIS 2000 but also 
has a partnership with Via- 
soft, one of the leading US- 
based tool vendors. . “Our 
order book has improved 


dramatically this year,” says 
Sanrabh Srivastava, IIS man- 
aging director. "Y2K has bad 
a role to play in this.” 

Finance companies, utili- 
ties and transport companies 
have been among the first to 
address Y2K issues, he adds. 

As with other Indian soft- 
ware companies. US, based 
in Nrada, near New Delhi, 
sees the Y ear 20 00 problems 
as an opportunity to grow 
the business and forge new 
customer contacts. 

In Bangalore other leading 
software developers includ- 
ing Infosys , BF L. Wipro 
Systems and TEL, the Tata- 
IBM joint v entur e, are also 


exploiting the Y2K opportu- 
nity. For example BFL, 
which uses Micro Focus 
tools, is undertaking a large 
project for Federal Express, 
the international courier, 
while TISL is tackling pro- 
jects for IBM customers in 
Australia, the US, Europe 
and the Middle East 

Mr B V Venkatesh, BFL's 
president and chief execu- 
tive, says the group's dedi- 
cated Year 2000 team has 
already converted more than 

20m lines of code far over- 
seas clients in the finance, 
transport and other sectors. 

Nevertheless, most compa- 
nies report that business has 
been slower than expected. 
"I don't think Year 2000 
work has met with our 
expectations,” says Mr V 
Chsndrasekaran cWpf exec- 


utive of Wipro Systems 
which has undertaken about 
$8m of Y2K contract work. 

"Customers still seem to 
think there will be some 
kind of magic wand - 1 know 
big companies that haven’t 
even started work.” 

However, along with other 
senior software industry 
leaders, Mr rhnn rir asplra rgn 
believes there could be a late 
rush to secure Year 2000 
resources. "It could happen 
next year,” he says. 

But even if there is a late 
rush of work India's soft- 
ware companies are likely to 
adopt a careful approach, 
ensuring they do not become 
too reliant an work which 
could quickly dry up after 
the millennium. "Most 
Indian companies are being 
intelligen t and are lin ing 
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Plans for expansion 


From facing page: 

change the situation. It 
hopes to Increase the ratio to 
at least one PC for every 30 
people by the year 2007. 

India today has the second 
largest wn gtigii -gr eairmg - sci- 
entific manpower pool in the 
world - next only to US. In 
contrast, half of the world's 
illiterate population lives in 
India, thus it Is important to 
spread literacy and empower 
the citizens of Tnrfta 

With the thrust in policy 
initiatives toward technol- 
ogy, I hope to see in the next 
five years at least every 
school and college in every 
village, town and city of 


India connected to the Inter- 
net 

ft is often said that eventu- 
ally almost every home in 
the world will have a PC- 
cum-TV connected to the 
information superhighway. 

In Initia — unlflro many other 

countries - cable TV or the 
direct-to-home (DTH) phe- 
nomenon is likely to herald 
the revolution that will 
bring the so-called informa- 
tion superhighway to the 
home and not necessarily 
via the personal computer 
that we know today. 

In today’s world of limited 
connectivity, choices at each 
point in the Value chain’ 
are, by definition, finite. But 


in contrast, broadband con- 
nectivity of the future means 
Infinite choices. 

But infinite choice can 
also bring infinite bewilder- 
ment This navigation prob- 
lem can be solved in all sorts 
of ways, and each solution is 
a potential business: the 
navigator could be a data- 
base, a search engine, intelli- 
gent agent software orjust 
somebody giving advice. The 
navigator coold also be a 
brand, providing recommen- 
dations or endorsements. 
The new world will be the 
world of information super 
highways and navigators. 

If India cannot develop the 
in fr astr u ct ur e for the infor- 
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their Y2K work to about 10 
per cent of turnover” notes 
Mr Mehta. 

But some companies, par- 
ticularly those with large 
overseas parents, are being 
more adventurous. For 
example, most of TISL's 
work is for IBM’s customers 
overseas, but even so Fawan 
Kumar, the group's manag- 
ing director, says it is limit- 
ing the level of its Y2K work 
to involve not more than 20 
per cent of its workforce. "If 
we want to do more work 

than that, we will subcon- 
tract it out to business part- 
ners.” says Mr Kumar. 

He says TISL has had 
talks with five or six poten- 
tial partners who could be 
called upon to do overflow 
Y2K work. Other companies 
including TCS have already 



Pjwran Kumar, prasktont of TISL. His company to tackfing the 
mHtennium bomb tosua for IBM customers around tha world 


begun to subcontract Y2K 
conversion work, in TCS's 
case to Delhi-based Svam 
Software. 

India's offshore software 
development industry is 


maturing and increasingly 
looking at companies in 
neighbouring countries as 
potential partners. "India Inc 
or India pic is be ginning to 

emerge.” says Mr Mehta. 


Software industry concentration 
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motion superhighway for the 
world, it can easily play the 
role of a navigator through 
its immense software pow- 
ers. After aQ. all the naviga- 
tion will be software-driven. 
That is the real hope for 
Indian software industry and 
tnflla in the future of infor- 
mation technology. 

From the above scenario. 


Key IT companies 


it is evident that in the year 
2007. India's IT industry can 
easily achieve a revenue of 
SlOObn. That year India will 
celebrate 60 years of inde- 
pendence - and it could be 
the year it emerges as a soft- 
ware superpower, a view 
that was echoed by Bill 
Gates when he visited India 
earlier this year. 
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Chandrababu Naidu, A P’s chief 
minister, is turning Hyderabad 
into ‘Cybarabad 1 
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Thanks to VSNL, Indian software exports have reached a new high. 


The software industiy is today one of Indirt taigestfcreign ewhwigeearnm 
with eqxxt turnover of aver USS 1 MlUon last yeaiJrafia now ranks as the 
world's second largest exporter of software thanks, in no small measure to 
VSNL's speedy availability and reliability of high speed leased lines. 

Services dice Electronic Data Interchange. Inmarsat mobile communication. 
Video conferencing, Internet and E-Mail have farther helped India to 
keep in touch with the rest of the world. By constantly increasing 
capacities and adding new technologies, VSNL will continue to underpin 
the Indian software industry In its quest far even greater heights. 
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TATA CONSULTANCY SERVICES • By Krishna Guha In Mumbai (Bombay) 


Strategic alliances with global partners 


TCS, India's biggest software company, 
with revenues of Rs7.2bn, has learned to be 
nimble in developing new products 


S ize sets Tata Consultancy 
Services apart from the rest 
of the Indian software 
industry - and gives it a distinct 
set of priorities, including the 
health of India’s domestic mar- 
ket 

"Exports can continue to grow 
rapidly - India still accounts for 
less than one per cent of the total 
global software industry," says 
Faqir Kohli, deputy chairman of 
TCS, which achieved revenues of 
Rs7.2bn last year. “But in the 
long run yon export those goods 
for which you also have a good 
domestic market within the coun- 
try." 

Mr Kohli says that Indian soft- 
ware companies are held back by 
the “low level of computerisa- 
tion'' at home. Last year India 
added 500,000 personal computers 
- out of a global increase of 73m 
- but the number of PCs per cap- 
ita is tiny by international stan- 
dards. 

Whole swathes of India's econ- 
omy - and most of its govern- 
ment sector - are not computer- 
ised at all^ Mr Kohli says Indian 
software companies must “help 
grow” their home market - work- 
ing with hardware manufactur- 
ers, universities and the govern 


ment. The potential for TCS 
-India's biggest software com- 
pany with the strongest brand 
name - is obvious. But TCS also 
needs a healthy local market 

“About 40 per cent of our 
people are working on domestic 
badness," Mr Kohli says. “I need 
these jobs to train my people.” 
The challenges of being a big 
global software company direct 
corporate strategy within TCS. 

“We have the critical mass to 
look at things in a much broader 
perspective than we used to,” 
says S Ramadorai. managing 
director. Unlike most of India's 
small software companies, TCS 
has a powerful international 
brand, and is recognised for its 
experience and technology. But 
size, as the old adage says, isn't 
everything. 

“Size can be an advantage or a 
disadvantage, because of the 
internal delays that may creep 
in,” says Mr Ramadorai. He says 
TCS has to learn to be “very nim- 
ble" in spite of its scale - devel- 
oping new products and pitching 
for new business. 

“A big part of this game is how 
fast you can ran," he adds. Train- 
ing - or “technological absorp- 
tion” - is also a big priority. 


“The speed at which technology 
changes Is accelerating," said Mr 
Ramadorai “It used to be a 24- 
month cycle now about 12 
months and only time will tell 
how fast technology is going to 
change in the future.” 

Unlike a small start-up com- 
pany TCS cannot just throw 
together the latest skills and 
technologies hot from the univer- 
sity classroom. It has to continu- 
ously retrain a staff of thousands. 

“You have to be proactive and 
have the ability to absorb tech- 
nology at the rapid pace at which 
it hits you,” says Mr Ramadorai 
“This is probably the biggest 
external challenge." 

Furthermore, Mr Ramadorai 
says that a big company has to 
ensure that experience gained in 
one project is actually diffused 
within the organisation, and 
employed in future assignments. 

“Re-use and re-use has to be a 
way of life," he said. “We cannot 
afford to reinvent the wheeL” 
TCS is aware that the advantages 
of incumbency - and a glittering 
track record - can quickly be 
eroded in today's fast-evolving 
technology industries. Advances 
in communications with the 
Internet, intranet and wide-area 
network (Wan) applications is 
the most obvious exainpig- 

“Solutions can come from any 
company, big or small, anywhere 
in the world.” says Mr Ramado- 


rai. “It is an open arena and we 
have to be prepared for that” 

In addition, clients are modi 
more likely to shop around - 
gives the big increase in the 
number of alternative providers. 
"If you have done a successful 
engagement it does not mean 
that you will automatically win 
the next contract.” says Mr 
Ramadorai. “You have to work 
hard to win each one.” 

In this arena - where the client 


The company 
has set up a 
huge facility to 
process Year 
2000 systems' 
migrations 


is king - business skills have 
come to the fore. And industry 
specialists say that sales and 
marketing is the nearest thing to 
a weak link in the TCS chain, 
when compared with global best 
practice. Mr Ramadorai says mar- 
keting skills “have to be 
improved”. 

“If you are just a technological 
organisation you can only go so 
far,” he explains. “If you are a 
great marketing organisation 
with great technological depth 


that is the best combination.” 

The central plank of TCS's 
strategy is to decentralise the 
company into business units that 
operate “like a small business” - 
chasing after opportunities and 
churning out uew Ideas. Some of 
TCS’s business units are. clus- 
tered around technologies - for 
Instan ce, an internet, intranet 
and WAN division - and others 
around client industries such as 
banking. 

“We give responsibility to the 
bead of the business unit to com- 
pletely run it as an independent 
business” with about 500 or 600 
employees, he says. The main 
board only sets “policy guide- 
lines”. 

Operations, marketing, sales, 
supply - “everything is decen- 
tralised," be says. 

This policy has “accelerated” 
in the last 18 months. Many of 
the new unit managers are sent 
to top business schools - such as 
Harvard - to develop entrepre- 
neurial skills. TCS is now looking 
at cementing this new structure 
with performance-related pay. 

“Rewards have to be com- 
pletely re-looked at," says Mr 
Ramadorai. In future these will 
be based on the performance of 
an individual business unit In 
some units, the scheme has 
already been put in place. 

Meanwhile, TCS has developed 
strategic alliances with several 


global companies. These included 
Ernest and Young, the accoun- 
tancy and consultancy group, 
and Microsoft. “Strategic alli- 
ances, alignments and opportu- 
nity specific relationships are 
becoming a way of life,” says Mr 
Ramadorai. He adds that clients 
now demand a single team with 
world class skills in several dif- 
ferent disciplines. 

The TCS-Emest and Young alli- 
ance targets banking and 
finance, utilities and energy, tele- 
coms, healthcare, government, 
transport and manufacturing. 

By contrast, the alliance with 
Microsoft enabled TCS to design 
India's new paper-less National 
Share Depositary based on NT 
and SequaL Server technologies. 

The company has set up a huge 
facility to process Year 2000 
systems' migrations - capable of 
handling ap to 750m lines of code 
- business which could be worth 
about S400m. though TCS is only 
expecting $200m to 9300m. But 
while TCS set up the factory and 
provided about 25 per cent of 
staff - the rest are outsourced 
from lower skill software compa- 
nies. This will cushion the loss of 
revenues when the project is 
over, which Mr Ramadorai 
believes will be some time after 
2000. “Many companies will only 
migrate mission critical systems 
by 2000,” he says. 

TCS hopes the non-staff work- 




Ramadoral: ‘Cftwrts now demand a 
single team wffli world class skate In 
several different dBsdpttnes* 


ers will become maintenance out- 
fits, deepening the pool of servic- 
ing talent available. As for TCS 
itself, industry observers often 
point to the logic of a merger 
with other software companies in 
the Tata group - perhaps fol- 
lowed by flotation to create 
India's flrst quoted software 
giant But this is not likely in the 
foreseeable future. 


MASTEK • By KrishnaJ3uha 


OVERSEAS LISTINGS • By Paul Taylor 


Plans for higher- value 
business worldwide 


Mastek aims to 
eventually 
provide strategic 
solutions for large 
clients 


A shank Desai, former 
head of India's soft- 
ware industry associa- 
tion Nasscom, believes that 
India will lose its cost advan- 
tages over its international 
competitors in as little as six 
years. 

This belief underlies cor- 
porate strategy at Mastek, a 
fast-growing software com- 
pany, where Mr Desai is 
chairman and managing 
director. 

“Cost advantage will 
remain for six or seven 
years, but unless we begin to 
change now we will not be 
able to compete in six or 
seven years’ time," says Mr 
Desai. 

He argues that India’s soft- 
ware companies need to 
build “sustainable advan- 
tages", which will remain 
when salaries have leveled 
out 

This means continuously 
moving into “higher value 
addition". It also means a 
shift in focus and targets 
from total revenue growth to 
revenues earned per person. 
Mastek, for instance, is try- 
ing to graduate from techni- 
cal solutions to applications, 
through business solutions 
and on to providing “strate- 
gic solutions" to big corpo- 
rate clients. 

This Involves a new way 
of thinking or computing - 
more akin to a management 
consultant than a computer 
programmer. 

“Information technology 
today is not used for cost 
reduction. It is used to cre- 
ate strategic advantage,” 
says Mr Desai. 

He says software compa- 



Oesafc ‘India’s software 
suppliers must become much 
more business-focussed 1 


nies like Mastek have to 
become much more “busi- 
ness-focused" and develop 
know-how in different indus- 
tries. 

At present, Mr Desai 
admits, Indian companies 
are often called on “because 
we are very good in technol- 
ogy, but not because we can 
add value to a business or 
provide a solution of a busi- 
ness kind”. 

This long-run goal threat- 
ens to bring minnows like 
Mastek into competition 
with big IT consultancy com- 
panies such as Andersen 
Consulting. 

But Mr Desai believes that 
companies such as Andersen 
will “themselves move up 
and up the value chain", 
leaving “a slot vacant which 
can be tilled by companies 
from India". 

The flrst string in this 


strategy was to restructure 
Mastek around four industry 
divisions - manufacturing, 
distribution, financial ser- 
vices and government - in 
June of this year. 

“Last year we had the 
bead of our Delhi office run- 
ning the northern region of 
India," says Mr Desai "This 
year he is bead of govern- 
ment services all ova- India." 

The biggest government 
software market in India is, 
of course, Delhi itself, home 
of the central government. 
But Mr Desai says the new 
structure “will allow the 
division head to replicate IT 
solutions in Maharastria, 
Kerala, or any of the other 
state". 

Mastek has meanwhile set 
up a research and develop- 
ment centre in Pune - away 
from the regional head 
offices - “to make sure it is 
not driven by today’s urgen- 
cies". The company has also 
restructured the way it 
serves clients abroad - 
which account for 85 per 
cent of last year's $2im reve- 
nues. The company has set 
up subsidiaries in the UK, 
US, Singapore and Malaysia. 
These deal directly with cli- 
ents. The parent company 
provides the off-shore devel- 
opment facilities. 

“The centre of gravity of 
the business is In the coun- 


tries where we have clients," 
says Mr Desai “These are 
not junior guys sitting there 
and selling." Mastek Has 
opted to appoint local man- 
agers to head its foreign sub- 
sidiaries wherever possible. 
This helps the company to 
gain credibility and local 
market know-how. 

“The UK market is differ- 
ent. The US market is differ- ‘ 
ent." says Mr Desai. “Each 
country has a different cul- 
ture, a different way of doing 
business and building rela- 
tionships.” 

He says local managers 
“bring with them these 
nuances” and “customer 
relationships and refer- 
ences". which are hard to 
build from scratch. This has 
worked in the UK. Mastek 
UK, beaded by Mike Cast, 
accounts for 30 per cent of 
the group’s revenues. 

Customers include mail-or- 
der company Innovations 
and Mastek has' also paired 
up with small IT consul- 
tancy companies such as 
BACO and Quidnunc. But 
the strategy has not yet born 
fruit in the US - where Mas- 
tek has struggled to find the 
right executives and busi- 
ness partners. 

The company hopes it has 
turned the corner with the 
appointment of a new US 
managing director, Ken 


All eyes are 
on Nasdaq 





Several leading software companies 
are seeking listings for their US 
subsidiaries as the export market 
continue its surge 


me- 


Mastek staff produce software far the manutactioing, distribution 
and financial sectors, as wen as for government departments 


Beherendt The next phase 
of Mastek’s plan is to roll 
out higher value business 
solutions worldwide. 

Mr Desai is realistic. He 
knows that off-shore soft- 
ware development and other 
support services will con- 
tinue to dominate turnover 
for some time to come. But 
he has set a target of 40 per 
cent of revenues from busi- 
ness solutions - and 10 per 
cent from “new projects". 

At the start, Mastek is con- 
centrating on IT consultan- 
cy-style projects in India’s 
own increasingly sophisti- 
cated market - and in south- 
east Asia. It is not trying to 
take on Andersen’s head-to- 
head in the US. 

For the US and UK “we 


will continue to do outsourc- 
ing and offshore work", Mr 
Desai says. “For the next 
five years we can continue 
to grow based on existing 
advantages - speed, quality 
and cost." 

But he adds: “In India and 
Malaysia we already have to 
compete not on the basis of 
cost" 

Half of Masters revenues 
from its Malaysian subsid- 
iary comes from business 
solution packages and 
systems integration, includ- 
ing prestige clients such as 
Bank of America. 

“If .we provide higher 
value solutions here,” says 
Mr Desai, “we will learn the 
skills to provide them to the 
developed world." 


I ndia’s leading software 
development companies 
are preparing to seek 
listings on the US-based 
Nasdaq exchange next year. 

Between 10 and 15 Indian 
companies may seek Nasdaq 
listing for their US or other 
offshore subsidiaries next 
year, according to Dewag 
Mehta, executive director of 
India's National Association 
of Software and Services 
Companies. 

Among those which are 
likely to seek early listing 
are HCL, the country’s larg- 
est IT group, Wlpro Info tec 
and Infosys Technology - 
three of India's blue chip IT 
companies. Other companies 
with UK-based subsidiaries 
or sister companies could 
seek listings on the London 
AIM. 

Several other US-based 
companies founded by 
Indian entrepreneurs with 
extensive outsourcing 
operations in India, includ- 
ing IMR and Mastech. are 
already quoted on Nasdaq. 

Hie move to seek overseas 
listings reflects the growing 
confidence of India’s boom- 


ing export-led software 
development industry. 

“We need to leverage our 
technology and project man- 
agement skills,” says 
N. R. Murthy, chairman of 
Infosys. The company Is 
expected to take a formal 
decision on seeking a Nas- 
daq listing shortly. 

There are a number of fac- 
tors driving the rush to Wall 
Street These include: the 
growing need to be able to 
offer dollar-denomlnated 
stock options to help retain 
skilled staff; overseas acqui- 
sition plans; and the compa- 
nies* desire to raise their 
international profile. 

“There is a strong move 
towards globalisation 
within the industry," says 
Mr Mehta. More than 100 
Indian companies have 
established US subsidiaries 
in the past three years, 
according to Mr Mehta. ' 
Many have a view towards a 
possible future listing. 

Some, sneb as HCL, are 
preparing to set up subsid- 
iaries in offshore centres 


Continued on facing page 


PROFILE: CHANDRABAIEiU jNAloCr> c=By PaulTaytor" 


A s head of the state of 
Andhra Pradesh, 
Chandrababu Naidu 
is. at 47. India's youngest 
chief minister. He believes 
IT is essential if India is to 
update its bureaucratic local 
government system and 
make it more responsive to 
the needs of the electors. 
Hie son of a farmer in 


Chief minister with a vision for IT 


Naravaripally, Mr Naidu 
became active in politics 
while studying economics at 
Tirupati University. By the 
mid-1980s he had risen to 
become general secretary of 
the Telagu Desam party. 

His high profile campaign 


to turn Andhra Pradesh Into 
a model high technology 
state has already won him 
admirers - including Bill 
Gates, the Microsoft chair- 
man who visited India ear- 
lier this year. 

When Bill Gates was 


unable to visit Hyderabad 
during bis I ndian visit, Mr 
Naidu flew to New Delhi spe- 
cially to meet him. At a US 
Embassy cocktail party, Mr 
Naidu cornered the Micro- 
soft chairman, opened his 
portable computer, and 
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spent half an hour demon- 
strating the executive infor- 
mation system which he had 
developed to help him keep 
track of state affairs. 

Using the system, he can 
see data on virtually any 
facet of his state. He can. for 
example, see whether tax 
receipts are In line with bud- 
gets, check primary school 
education standards before a 
village visit or monitor 
water levels in Andhra reser- 
voirs. 

Mr Naidu acknowledges 
that what he Is trying to 
achieve amounts to a revolu- 
tion in current thinking. 
After all BIS systems, web 
sites, notebook personal 
computers and electronic 
government are not the rou- 
tine stuff of Indian politics. 
Also Andhra Pradesh is a 
poor and relatively back- 
ward state. 

Among the challenges are 
lack of infrastructure and 
lack of international-class 
educational institutions in 
Hyderabad. “At the same 
time ordinary people are not 
aware of information tech- 
nology, computers and all 
these things. So we have to 
educate them, carry them, 
motivate them and tell them 
this Is for their benefit" 

His four-pronged strategy 
for achieving such a trans- 
formation Is straightforward. 
First, his priority is to 
develop the state's informa- 
tion technology infrastruc- 
ture to encourage more soft- 
ware companies to set up 
operations in Hyderabad. 

Secondly, he plans to 
introduce IT to government 
systematically by computer- 
ising all government agen- 
cies. Thirdly he wants 
encourage the use of IT in 


the private sector, and 
finally he is targeting 
human resources develop- 
ment 

Already he has won back- 
ing for the establishment of 
a new Indian Institute of 
Infor mation Technology 
CHID university in Hydera- 
bad. This will house schools 
supported by multinational 
IT companies, including 
IBM. Oracle and Microsoft. 
Mr Naidu says other US 
companies including Moto- 
rola and Silicon Graphics are 
also showing interest. After 
meeting Mr Gates he is also 
hopeful that Microsoft will 
decide to site its software 
development center in 
Hyderabad. 

“The biggest strength for 
us is our En glish speaking 
manpower." Mr Naidu says. 
In addition, he c laims that 52 
per cent of the estimated lm 
software professionals of 
Indian origin who are work- 
ing in the US are from 
Andhra Pradesh. 

He views Singapore's 2000 
and Malaysia multimedia 
super corridor as potential 
development models. 

Mr Naidu has assembled 
an . impressive team of 
domestic and international 
advisers. And he has per- 
suaded the federal govern- 
ment to pay 10 per cent of 
hardware expenditure costs 
and E0-90 per cent of soft- 
ware costs, and to release 
spare telecommunications 
capacity for state use. 

The chief minister Is plan- 
ning to build a fiber optic 
network to support data 
communications and video 
conferencing. He also plans 
to use this network to con- 
duct government audits, 
track files and provide gov- 
ernment sendees accessible 
via electronic kiosks sited in 
public places. 
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W?ALORE • By Rohit Jaggr 


A good place to be an engineer 


Bangalore has become India’s centre 
of technology. A benign climate, and 
healthy wages in a thriving sector 
have created a bustling city 


A s befits the city in 
which India’s first 
electric bulb was lit, 
Bangalore is a switched-oa 
place for the technology- 
frieudly. 

Much has changed since 
1906, bnt the city’s agreeable 
climate and compact size 
make the long hours put in 
by most software engineers 
more bearable. " 
“Bangalore gives you 
time,” says Pradeep Ear, 
chairman of Microland, (see 
report, right), which he set 
up in the city in 1989. 
“People live five to 20 min- 
utes from work so you ran 
play golf or tennis in the 
morning and still be at your 
te rminal by eight o’clock." 

The night before the morn- 
ing after, though, is quite 
likely to be busy. Accenting 
to management consultant 

Sunil flhainani, the City has 

“lots of happening places 
such as pubs and restau- 
rants. Many software profes- 
sionals work very long 
hours, but after they finish 
they are very visible around 
town." 

Bangalore, which the com- 
puter industry shares with 
aircraft, electronics and 
machine tool companies, is 
proud of its many qualities. 
Its elevation of 1.000 metres 
above sea level takes the 
sting out of the south Indian 


climate, and it is one of the 
country’s most progressive 
and liberal cities. Bars and 
restaurants are plentiful. 
Discos cater for the more 
energetic young profession- 
als, and the atmosphere is 
friendly. 

Days can be long even 
apart from work- Dinner par- 
ties tend, not to start until 
quite late - and lateness for 
a late-ish start is fashionable 
- and more often than not 
food win be served right at 

Companies 
are now trying 
to increase 
their numbers 
of female 
professionals . 

the end of the evening, often 
around midnight. It is nor- 
mal to leave immediately 
after the meal, so anyone 
who can deal with a full 
stomach last thing at night 
and little sleep is still in 
with a chance of beating 
their colleagues at squash in 
the morning: 

The pub scene is lively, 
with as many as 100 pubs or 
bars, so there are many 
alternatives to the round of 


dinners at people's home. 
Beer is cheap and on tap, 
and they are full of 
well-heeled young Bangalo- 
rlans. Sane are more popu- 
lar with IT staff than others, 
such as The Pub World with 
its loud music, or Black Cad- 
illac vnth its many expats 
and armies of women in 
black leather. 

Stumble down the stairs 
into The Underground - not 
quite artfully decorated 
enough to look like a Lon- 
don Tube station - and the 
pub will be thronged with 
serious-looking people, 
mostly men. discussing the 
finer points of cricket and 
computers. There's even a 
society for techie tipplers - 
the Beer Drinkers' Associa- 
tion of Information Technol- 
ogy, or ‘Bait’ for short 

The only drawback is the 
licensing laws, which pre- 
vent bars serving alcohol 
after 11pm. A typical even- 
ing might end in a 24-hour 
coffee shop in one of the 
many five-star hotels built to 
cater for the large number of 
business visitors. 

The local software profes- 
sionals have the disposable 
income to deal with an 
active lifestyle. An average 
salary for a fresh BTech, 
according to Ear, is around 
Rsl&OOO (£188) and pay rises 
steeply. Mr Chainani says 
there are many young people 
who have built up a wealth 
of RsSm. “Not only does the 
money go a lot further here, 
but you have all the com- 
forts of life. And you are 
somebody here. 


“It's the people at small 
companies, with only a sal- 
ary and no stock or share 
options, who may be looking 
to the US.” The exodus of 
trained personnel abroad, 
especially to the US where 
salaries can be 10 times as 
high, is taken very seriously 
by the IT companies. 

“I believe companies iffrp 
Tata lqse a lot of employ- 
ees,’* Mr Chainani says. 

Many companies have 
moved to tackle staff attri- 
tion rates, which axe reck- 
oned to be as high as 25 per 
cent. Infosys rewards 
employees with stock 
options, and loses far fewer 
staff the industry norm. 
“The company has been suc- 


cessful arguably because it 
has concentrated on keeping 
people." Mr Chainani says. 

Employee ownership of 
15-20 per cent of a company 
is normal in the technology 
sector, says Mr Ear. His staff 
own 17 per emit of Micro- 
land. Infosys is aiqn among 
market leaders preparing to 
seek US Nasdaq listings, 
partly in order to be able to 
offer dollar stock options to 
highly skill ed staff as an 
extra incentive to stay. 

The question of how to 
keep staff throws into relief 
the issue of the number of 
women software engineers. 

“There are very few 
women - less than 5 per 
cent," says Mr Kar. "And 


virtually no women at a 
senior leveL” A large part of 
the reason is the traditional 
route via a background in 
engineering, physics or 
maths, which have tended to 
be unpopular subjects with 
women. But many compa- 
nies are now trying to 
increase their numbers of 
female professionals, partly 
because they tend to be 
more stable and less likely to 
look abroad for a reason to 
leave their company. 

The companies may suc- 
ceed in curbing the high rate 
of job mobility among Ban- 
galore’s software engineers, 
but it looks like their 
upward mobility still has 
many miles in it 



PradMp Kar, 39, managing dtractor of Mlc n d a ndl ki BangSon: tea 
company has mora than ZjOOO efiants 


SUPPLIER PROFILE: MICROLAND • By Rohit Jaggi 


Building on a solid network 


Bangalore-based Microland is a 
rapidly expanding competitor in 
India’s high technology sector 


A ggressive, for- 

ward-looking arid mar- 
ket-responsive are 
descriptions that epitomise 
companies at the leading 
edge of information technol- 
ogy In Tndia They apply par- 
ticularly aptly to Microland, 
a young Bangalore-based 
company. 

Its mission is to “provide 
the highest value network- 
ing Wd anramumcatfon ser- 
vices and solutions in the 








Signs of growing confidence 


From lacing page: 

such as Bermuda and use 
these as springboards for 
seeking Nasdaq listings. 

“We plan to take this com- 
pany for a listing on Nasdaq 
sometime next year,” says 
Shiv Nadar, the dynamic 
chair man of HCL. He sees 
the Nasdaq market as a pos- 
sible source of funds to help 
him turn HCL into a global 
software group, both 
through organic growth and 
selective acquisitions, prob- 
ably in the US. 

Several joint venture and 
quoted companies - includ- 
ing Delhi-based US Infotecb 
and Bombay-based Have 
Computers, whose sister 
company, the Karnatica 
group, is based in Britain - 
are still considering their 
options. 

Meanwhile, Bangalore- 
based BFL Software says it 
is looking at introducing 
international employee 


share options as a way to 
reduce staff attrition rates, 
which are as high as 25 per 
cent in much of the Indian 
industry. Too many young 
software engineers leave to 
take up jobs paying up to 10 
times their Indian salaries 
in file US, Singapore and the 
Middle East 

“Attrition is oar biggest 
problem,” says Anand Jbav- 
eri, managing director of 
Save, a fast-growing soft- 
ware start-up, working on 
state-of-the-art applications 
mostly lor customers in the 
UK. He, like other Indian 
software entrepreneurs, 
believes that being able to 
offer loyal employees dollar 
or sterling denominated 
share options would help 
retain staff. 

For the time being, how- 
ever, Rave and other small 
software start-ups try to 
retain their best software 
engineers by paying gener- 
ous bonuses. 



Shiv Nadar, dynamic chairman of HCL: he 
as a posstte source of funds for global 


i the Nasdaq market 


global market place”. 

According to Vinnie Mehta 
of the Manufacturers’ Asso- 
ciation for Information Tech- 
nology, “It's a very young 
and aggressive company, 
with a young chairman.” 
The management team’s 
average age is 37. and that of 
employees just 27. 

As the country’s biggest 
independent networking spe- 
cialist, Microland’s tally of 
2.000-plus clients has pro- 
pelled it into the IT -sector's 
top-20 by turnover for the 
first time this year. 

The eight-year-old compa- 
ny's growth has not been 
driven by low pricing. “Nor- 
mally we are at least 5 per 
cent more expensive than 
anyone else,” says Pradeep 
Kar, 39, its Khairawi-n and 
managing director. 

“We chose to position our- 
selves as a premium pro- 
vider. We lose many deals. 
We win the Test" 

The company Is also care- 
ful not to over-extend itself. 
“We don’t take cm projects 
worth over RslOQm," Mr Kar 
says. 

• Turnover last year was 
Rsl5.7bn. 39 per cent up on 
the previous year. That was 
down steeply on the previ- 
ous year’s growth of 69 per 
cent. But according to Mr 
Kar, Microland is in no dan- 
ger of fefiing to achieve its 
ambition of doubling or 
more the whole-industry 
turnover growth. Last year 
that figure was 13 per cent 

Despite the slowing of 
growth last year, Mr Kar 
insists that there has been 
no fell in the number of 
systems integration or turn- 
key projects. 

Microland was a pioneer in 


Indian networking, design- 
ing new systems and integ- 
rating existing ones. It sup- 
plies hardware, but only as 
part of networking package. 
What the company can now 
offer its clients, which range 
from financial services com- 
panies to large corporates 
and telecommunications 
giants anri include Bank of 
America. Morgan Stanley, 
Hindustan Lever and VSNL. 
is alliances with a wide 
range of global IT leaders. 

“We’re the only guys in 
the big league.” says the 
softly spoken Mr Kar. In 19 92 
Microland was the first to 
introduce Compaq into 
inrtia and it scored a 
first with Netscape. It now 
has some 30 alhanopc with 
partners including Sun, Intel 
and Compaq on the hard- 
ware side, and Nicrosoft. 
Novell and Unix in software. 

• It also ahng for long-term 
relationships with its cus- 
tomers, and 60 per cent of 
revenues come from gristing 
clients. 

M ost of the compa- 
ny’s customers are 
in the private sec- 
tor. This leaves largely 
untapped the opportunities 
in the public sector, which is 
making swift strides from 
piles of paper to personal 
computers. 

According to Bangalore- 
based management consul- 
tant Sunil Chainani: “The 
PC explosion is going to take 
eft The cost is very favoura- 
ble - there’s been a 30-40 per 
cent drop in price in one 
year, and only 10 per cent of 
that was because ctf a ration- 
alisation in duties. 

“Almost everyone in every 
sector is beginning to use a 
PC - railway stations and 
schools as well as homes.” 

But Mr Kar is happy with 
the company’s focus on the 


private sector and suspicious 
of the public sector because, 
he says, decisions take too 
long. Also, he says “they buy 
just on price”, and he has 
encountered a lack of hon- 
esty. 

MicroUniv, the company’s 
training arm. focuses on 
“networking-centric applica- 
tions”. Mr Kar explains. It 
provides teaching at clients' 
premises or at 14 of its own 
sites in six cities. “We’re a 
career- enhancemen t commu- 
nity," says Mr Kar. “But the 
main point of the training 
operation is to make 
money.” 

In India’s fast-changing 
environment Mr Ear’s aim 
of regenerating the company 
every two to three years 
makes sense. "Because we’re 
small and flexible, we’re able 
to implement change fester 
- we’re doing it before other 
companies,” be says. 

MicroWeb was set up two 
years ago as an Internet divi- 
sion, and it also focuses on 
the now-fashionable busi- 
ness of building corporate 

int rane ts. 

The Internet has huge 
potential, Mr Kar stresses, 
and a 30 per cent growth in 

Indian In terne t connections 

last year backs this up. Lib- 
eralising reforms which will 
stimulate the market by 
opening up the field to inde- 
pendent Internet service pro- 
viders, initially using the 
existing monopoly VSNL as 
a gateway but eventually 
with their own gateways, 
have been approved by cabi- 
net. But parliamentary ratifi- 
cation has been held up 
partly by concerns that 
cheap and easily available 
access to the Internet would 
lead to a significant propor- 
tion of telephone voice traf- 
fic emigrating from conven- 
tional routes. Microland is 
hoping for a significant 


chunk of business offering 
the new internet service pro- 
viders a range of services 
from design to build, operate 
and transfer. As a measure 
of the potential, Mr Kar 
reckons that there will be 
"in excess of 100 ISPs” 
within about two years. 

There is risk. too. in this 
direction. “Nobody knows 
how or when ISPs will take 
off,” says Mr Chainani. 
“Many people are scared 
that they will turn out like 
private airlines." The private 
internal air carriers gener- 
ally failed to fulfil their early 
promise, partly because they 
ran into new regulatory 
restrictions. “No one is yet 
enthused,” he adds, “every- 
one wants it - no one knows 
when or how affordable it 
will be." 

Until last year Mr Kar was 
also CEO. He says the size of 
the company - 560-plns 
employees in nine cities - 
meant he “couldn’t do Jus- 
tice to the present or the 
future". One idea he is mull- 
ing over is franchising, but 
for the moment Mr Ear’s 
response is a qualified “not 
yet". He says he must first 
resolve his own doubts 
about the size of the invest- 
ment and the ability to 
maintain high quality stan- 
dards. 

Microland is not among 
the leading software export- 
ers such as Infosys and DFL 
Software. Across the indus- 
try, 60 per cent of software 
exports are to the US. How- 
ever, Microland already 
works with Sygma Soft in 
Singapore and Mitsubishi in 
Japan, among others. It is 
planning a determined 
assault on this prized mar- 
ket "In the next five years 
25 per cent of our business 
will come from exports," 
says Mr Kar. "To a large 
extent to the US." 



IT Partnerships 

F.I.GROUP PLC has delivered managed service solutions for 30 years. 
Always one step ahead of the competition, our approach combines the 
latest technology, methods and management techniques in response to 
our customers’ ever changing needs. 

Working with world class companies such as TNT, BT, Tesco and Barclays 
supporting their business critical systems - the key to our success lies in our 
ability to develop long term strategic partnerships. 

Our expertise in managing these relationships, whatever the culture, wherever 
the location, underpins our proven track record of delivering cost effective IT 
services through a range of delivery channels - including Indian offshore 
software development centres. 


For further information please contact our UK Headquarters: 

F.I.GROUP PLC, Corporate Communications Department, 
Campus 300, Maylands Avenue, Hemel Hempstead, 
Hertfordshire HP2 7TG 

Telephone: +44 (0) 1442 233339 
Internet: figroup.co.uk 


F'I'GROUP PLC 





VIII 


FINANCIAL TIMES WEDNESDAY DECEMBER 3 1997 



■;.:C 




TtCHMCAL TRASHING . By Mark NfcbofaofMn New Delhi 


Sharp focus on the future 


Two companies, Aptech and NUT, are 
India’s biggest IT trainers, equipping 
together up to 300,000 people a year 


G raduate students or 
working managers 
who have undergone 

FT training provided toy NET 
and Aptech are often 
referred to, slightly cutely, 
as Niitians and Aptechites. 
Hundreds of thousands of 
them are snapping up infor- 
mation technology jobs 
every year in India, These 
alien-sounding creatures are 
also increasingly cropping 
up elsewhere In the world - 
from South-east Asia and 
O frir iq to Europe and the US. 
In reality, there’s actually 
nothing very Star Wars 
about them, save perhaps 
their sharp eyes on the 
future. 

As India's two biggest pri- 
vate computer and soft ware 
education companies, NUT 
and Aptech account for 
about four-fifths of India's 
blossoming IT training 
industry. Together they 
claim to equip up to 300,000 
Indiana a year (or Niitians 
and Aptechites, as these 
highly brand conscious com- 
panies l^ a to tag their stu- 
dents) with tutoring and 
qualifications in anything 
from basic use of Windows 
95 to leading edge multime- 
dia skills. 

Both companies are 
already among India 's top 10 
IT companies, according to 
the annual league table com- 
piled by Dataquest, the 
industry ma gazine , and are 
climbing. Last year NUT’S 
turnover rose 70 per cent to 
Rs4.5bn (¥12 4m), roughly 
half directly from training, 
the remainder from sales of 
IT education and other soft- 
ware. Aptech, meanwhile 
saw sales rise 24 pea* cent to 
Rs230m, virtually all from its 
panoply of IT training 
courses. 

Moreover, India’s market 
leaders in IT education are 
Increasingly succeeding in 
■ sailing their branded courses 
and training tools overseas. 
Both have operations in 
more than 20 countries. And 
between them they are fast 
creating for India a global 
niphe as a provider at high- 
quality, low-cost private IT 


education. The driving force, 
however, is a booming 
Indian market for software 
and IT training, which is 

being pulled along by annual 
growth exceeding 50 per cent 
in the nation's software 
industry overall. According 
to Dewang Mehta, executive 
director of the National 
Association of Software and 
Service Companies, the 
industry association, the 
success of these companies 
is also a measure of the 
degree to which software 
and IT have caught the 
imagination of educated 
Tpdfan youth as a career 
path. 

“Once upon a time every 
Indian mother wanted her 
rhfld to be a doctor or a law- 
yer," he says. “Today they 
are all asking if their sons 
and daughters can be soft- 
ware engineers." 
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I he appeal is clear 
enough. A student 
earning a basic pro* 
gramming diploma from 
Aptech, says Pradeep 
Sharma, the company's vice 
president can expect to find 
a job paying at least Rsfi^OO 
($138) a month - twice the 
entry level salary for India's 
civil service. Upper-end sala- 
ries for more highly quali- 
fied IT and software engi- 
neers are among India’s 
highest - only the financial 
services industry pays bet- 
ter, according to Mr Mehta. 
He points out that better 
qualified software profes- 
sionals expect starting 
salaries of Ral2,500 a month, 
rising on average to Rs83,000 
with 10 years’ experience. 

These are large sums in 
India, where GDP par capita 
is just above $230. Small 
wonder there is scarcely a 
co mme rcial district in any 
decent-sized Indian town 
which is not strung with 
r)w»gp cloth banners adver- 
tising IT education. 

Many such adverts are for 
a thriving grey market of 
small-time operators offering 
more than garage-Hke 
premises, a couple of com- 
puters and a tutor or two. 


Hence the energy both 
Aptech and NUT apply to 
branding their own training 
courses and tools. 

Each company offers the 
widest possible range of 
training, from b asi c under- 
standing of Windows to 
more specialised diploma 
courses in IT communica- 
tions technology or multime- 
dia. Each offers predomi- 
nantly parallel training, 
done while students are 
either at work or studying 
far other degrees. Courses 
range from short part-time 
studies to full four-year 

degree-equivalent qualifica- 
tions. Neither, though, can 
directly offer an Indian 
degree, which remains for- 
mally the pre s erve of India’s 
public education system. 
Aptech, though, has begun 
offering a degree course 
under the auspice of the 
Open University of British 
Colombia, which will offer 
students a Canadian-recog- 
nised graduate qualification. 

Each company also offers 
Tnrfipn and multinational 
companies both courses for 
working executives and tai- 
lored IT course programmes. 
'’Any company worth its salt 
in India is a customer of 
ours,” says Rqjendra Pa war, 
NUT'S founding managing 
director. 

Where the companies dif- 
fer is in their approach to 
branding their products. 
Aptech recently separated 
out its educational arm from 
its software division, which 
became Haxaware, a distinct 
sister software export and 
development company. 
Aptech also chooses to mar- 
ket each of its specialist 
courses under separate ban- 
ners. Its flagship, accounting 
for 80 per cent of revenues, 
is Aptech Computer Educa- 
tion. This offers students a 
range of mass education 
courses at various levels in 
software engineering and 
systems mflnagflmffnt 

Aptech then separately 
markets three other branded 
course programmes: Hard- 
core, a series of courses in 
networking and telecoms; 
Asset, which covers training 
in Oracle Powerbuflder, C++ 
and other areas designed to 
meet the needs of India’s 
export industry; atiA Arena, 
a course in multimedia. 


graphics and animation. 

NI1T, however, has 
evolved a more holistic 
approach to its brand. It 
places particular emphasis 
on what it sees as a creative 
symbiosis between its train- 
ing and software depart- 
ments. As such, says Mr 
Pawar, the company is 
resisting the temptation to 
allow its faster-growing soft- 
ware arm to outstrip its edu- 
cational department 

The company’s software 
exports - chiefly of educa- 
tional software - have risen 
to tSQm in the past seven 
years. They now account for 
about- half the company 
turnover. And there it will 
stay, proportionately, says 
Mr Pawar. 

“The software market is 
very much bigger the 
IT training industry,’' he 
says. “So there’s a bigger 
market out there. But we 
have decided we'd rather 
keep building the company 
in an integrated way." 

Moreover, unlike Aptech, 
NOT also sees Itself as 
pfeying an innovative role in 
giving India’s nascent com- 
puter mania a wider push. It 
baa established a series of 
Computerdromes around 
India, which, are well- 
equipped computer centres 
where students can take 
NUT courses. It is also pio- 
neering family dubs, where 
volunteers give over their 
home personal computers to 
neighbourhood kids, supply- 
ing specially tailored NUT 
CD-roma and other educa- 
tion aids . Earlier thin year 
NUT also sponsored a 
nmHnnfli TV com pu ter educa- 
tion series carried by Doar- 
dashsn, the state broad- 
caster, called Boot-IT. 
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The Year 2000 

As the date draws inexorably closer the size and 
scope of the Y2K issue does not allow you to wait, 
but compels you to address the issue, without delay. 

Wc are ICIL (International Computers India Ltd.) 
- a global company of over 1000 software profes s io n als 
because of our innate ability to do more than expected 
and provide quality deliverables. 

_ First time. On time. Every time. 

Our operations spread across UK, Europe, the 
USA, Japan, HongKong, Singapore, Australia and 
NewZealand. 

Our focus on quality has been rewarded by the 
ISO 9001 certification, SEI CMM (Level 3) and 
SQM (Level 2). 

ICIL's portfolio of services include : 

• Turnkey software development 

* On-site consultancy services 

• Software product development 

♦ Year 2000 services. 

To address the Year 2000 issue ICIL has a dedicated 
Y2K centre with a proven ICOS 2000 methodology. 
Some of the key features of Y2K services are : 
n A large pool of mainframe resources specially 
trained for Y2K projects 

■ The flexibility to start a Y2K. project from any 
stage 





Adaptability to working on diverse platforms and 
tools 

■ Capable of setting up large teams at short notice 
for conversion and testing 

■ On-site assignments by our trained and qualified 
personnel 

■ Off-shore development in India 

■ Dedicated Development Centres in India through 
multiple highspeed datacom links 

For complete and cost effective solutions and also 

to help you to understand the con, risk and options, 

contact our operating subsidiary La UK ; 

Contact : Vrvek Gupta 

m (IGM International Inc.), U.K, 

ICL Building, Lovelace Road, 

Bracknell, Berks. RG128SN 

Tel : 01344 473718 Fax ; 01344473513 

E-mail : V.Gupta@bra 0128a400.icLco.uk 


iCIL 


International Computers India limited 

23m, K.B. HlfcyatuKa Mary, Punt 411 001. 

W : 91-21H4421S fiu : 01-812-644219. § 
E-mail : carecr^lncJ3B9S Jc400dcl.CT.uk 8 


Hurry! time is running out 


.And next the world. NUT 
has wholly-owned subsid- 
iaries in the US, Europe, 
Japan, Singapore and other 
South-east Asian capitals. 
Aptech, too, Is extending its 
global reach in Asia, Europe 
and the US, where it 
recently opened an Aptech 
training centre in Princeton. 
New Jersey. “We can find a 
n ir-ho jq ifrwsft countries, no 
doubt," says Aptech's Mr 
Sharma. "We offer cheaper, 
but quality services in these 
markets. And as for as pri- 
vate computer education is 
concerned, India has a lot to 
offer. It's one of the only 
places where computer edu- 
cation is so well or^mised 
and where the brands are so 
strong." 



Leading Indian software companies are Investing heavSy In training 


SOFTWARE HOMJSTKY’S GLOBAL EXPANSION 


Shift towards offshore work 


'hlle part corporate 
altruism to raise 
computer con- 
sciousness among the esti- 
mated 280m Indians with 
televisions, it is also a strong 
NUT branding exercise. 

"It it possible for 

milli ons of consumers to 
become aware of our product 
without having to spend 
anything. It’s the bid mar- 
keting thing where you let 
people smell your perfume 
by putting it free inside a 
glossy magazine," says Mr 
Pawar. 


Continued from Page l 
of this review : 

However, most analysts 
agree that low costs are 
unlikely to provide a sus- 
tainable competitive advan- 
tage. 

An entry-level software 
programmer in India can 
expect to earn about 
RS150.000 (£3,000) to start 
with, rising to around Rslm 
(£20,000) after 10 years. This 
is low by international stan- 
dards, but a respectable sal- 
ary in Indian terms. As com- 
petition gronB for the best 
graduates and engineers 
with experience, salaries are 
rising rapidly, and attrition 
rates - the main problem for 
the industry — remain high- 

Accardlng to Nasscom, sal- 
aries increased by about 20 
per cent last year. However 
Mehta points out that pro- 
ductivity is also rising rap- 
idly. In 1992 productivity 
was around $21,000 per engi- 
neer. By 1996 the figure had 
risen to $45,000. As a result, 
India is still very cost-com- 
petitive. 

Nevertheless, mast indus- 
try leaders acknowledge that 
India will face greater com- 
petition from even lower 
cost countries such as China 
in the future. 

"China may be a threat in 
the longer term," says V 
Chandrasekaran, president 
of Wipro Infotech, “but we 
still have a big advantage." 

To counter that threat, 
Indian software developers 
are adopting a range of strat- 
egies to move up the val- 
ue-added chain, and to posi- 


tion themselves at the centre 
of an emerging regional soft- 
ware hub which could even- 
tually include neighbouring 
nations. 

Some companies, includ- 
ing HCL, suggest they may 
build software factories in 
China itself. In addition. 
India’s geographic position 
has given it a time zone 
advantage with both Europe 
and the US. This enables 
India to exploit the rapidly 
expanding international 
market for outsourced soft- 
ware services, including the 
expanding market for 
“remote maintenance". 
Indian software engineers 
can fix bugs or upgrade 
systems overnight while 
their users in westsu com- 
panies sleep. 

India's emergence as a key 
centre for software has coin- 
cided with big changes in 
the way IT is used, including 
the trend away from main- 
frames to client-servo- com- 
puting based an desktop per- 
sonal computers and 
inter-networking - an area 
in which India has 
strengths. 

Since the mid-1980s, there 
has been, a growing shortage 
of software engineers in the 
west This, coupled with the 
pronounced trend towards 
“outsourcing" non-core 
operations in US and Euro- 
pean companies, has been 
one of the main driving 
forces behind the growth of 
the Indian industry. Equally 
significantly, there has been 
a marked shift away from 
on-site development services 
or “body-shopping" - where 


work is undertaken at the 
customers' site - to offshore 
services taken care of in 
India. This shift towards off- 
shore work has been under- 
pinned by two key factors. 
First, Indian software com- 
panies have adapted quality 
s tandar ds enthusiastically - 
58 Indian companies already 
have ISO 9000 certification. 

Second, the leading Indian 
software companies are 
investing heavily in train- 
ing, and in leading-edge pro- 
gramming skills such as 
computer-aided software 
engineering, fourth genera- 
tion languages, object-orien- 
tated programming, graphi- 
cal-user interfaces, Java 
programming, and increas- 
ingly, Internet and electronic 
commerce technologies. Sev- 
eral companies have estab- 
lished close links with 
India's top universities, 
moves which have the added 
benefit of helping recruit- 
ment in a competitive mar- 
ket for India’s top brains. 
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imilarly, a growing 
number of the top -tier 
domestic Indian soft- 
ware developers are begin- 
ning to invest in R&D and 
the creation of their own 
software packages and ser- 
vices. A handful of Indian 
companies including Tata 
Consultancy Services, 
Infosys, Kamco and Mustek 
have already developed suc- 
cessful software packages 
mostly for the domestic mar- 
ket. And others, including 
BFL in Bangalore, are begin- 
ning to take steps towards 
developing their own 


shrink-wrapped products. 

Meanwhile, the Indian 
industry Is also gearing up 
for a millennium bomb 
bonanza. Still, most compa- 
nies have adopted a cautious 
approach and limited this 
work to not more than 20 per 
cent of turnover. 

In the longer term, ana- 
lysts argue that India's com- 
petitive advantages will 
come from ensuring produc- 
tivity and quality. But the 
Indian industry still has ban 
rlers to overcome if it is to 
reach its full potential. 

In particular, infrastruc- 
ture problems, particularly 
extended daily power cuts 
and water shortages in soft- 
ware centres such os Banga- 
lore. threaten to curtail 
growth. These concerns, cou- 
pled with a desire to cast a 
wider recruitment net. are 
encouraging fast growing 
companies such as HCL, 
Infosys and Wipro to expand 
their operations in other 
emerging software centres 
such as Madras, Pune and 
Hyderabad. 

India can already be jus- 
tifiably proud of the achieve- 
ment erf its software sector. 
However, as Mr Konodia 
points out; “We think we’re 
doing very well, but India Is 
still only a very small player 
in the global software indus- 
try.” For most Indian soft- 
ware entrepreneurs that sim- 
ply means there is still a 
tremendous growth opportu- 
nity if, as Bill Gates 
suggested on a visit to India 
earlier this year, India is 
indeed to become “a soft- 
ware superpower'’. 


OUR CUSTOMERS ALWAYS COME FIRST 

IT Specialists for over 30 years in 
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• Manman/X, MFG-PRO, MK7 

• Oracle, Sybase, Ingres, MS SQL Server 

• PowerBuilder, Oracle Tools, Centura SQL Windows, Delphi 

• Lotus Notes and related tools 

• C, C++, Visual Basic 

• Internet and Intranet 

• Year 2000 

For all your IT needs from on-site consultancy and support to on and off-shore projects 


Contact us now at: 

Norfolk House, 419 Silbury Boulevard, Milton Keynes, MK9 2 AH, UK 

Tel: +44 (01908) 23005S, Fax: +44 (01908) 695573, E-Mail: itc@itcrak.demon.co.uk 

Woodbridge Tower, 555 US Highway 1 South, Suite 227, Iselin, NJ 08830, USA 
Tel: +1 (732) 750 5022, Fax: +1 (732) 750 5023, E-mail: itcinfotechusa@worldnetatt.net 

or visit out home page on www.itcinfotech.com 

ITC Infotech Ltd, a wholly owned subsidiary of ITC Ltd, India’s leading group of companies 


VCt+ - VB - Java - Delphi - DCOM - Active X - Oracle - SQL Server - Sybase - Btrieve - NT - Novell 


Build an exclusive partnership with Karnataka... 

With over 10 years experience in bylldlng turn-key solutions for US and 

European clients, Karnataka has built up a portfolio of long-term software 
development partnerships, which are based on our exclusivity promise - 

we will not work for our clients' competitors. These partnerships leverage 
Kanataka'a focus on Windows and Cl lent/Server technology, allowing 
N. our clients to focus on the business Issues. 

W \ 

THE KARNATAKA GROUP \ 


...NOT YOUR COMPETITORS 


THS OFF-SHORE SOFTWARE SOLUTION 

1S0 BhcfcMare Road Lcffitort SEI SEN. UK 
H 44 (0)171 721 7021 E; AohiaonsOkamMKa.co.uk 


www.kamhtaka.co.uk. 
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